GOVERNMENT OP INDIA 

DEPARTMENT OF ARCHAEOLOGY 

CENTRAL ARCHAEOLOGICAL 
LIBRARY 


Class. 


--JL.O'j" 


Call T*/, . 


D>G.A. 19. 


.A 




* 






I 



















f 




THE INTELLIGENT MAN’S GUIDE TO 
THE POST-WAR WORLD 








THE INTELLIGENT MAN'S 
GUIDE TO THE 
POST-WAR WORLD 

by 

G. D, H. GOLE 



LONDON 

VICTOR GOLLANCZ LTD 

1948 






Cofiftiihl ky G D. K GaU 


Firjf pithiuhat Stpuwiifr rp^ 
Smni uj^titidn h*faft pshficafiim 
Third Otioh/f 

fmvth Jammy 




CEiNlKAL ARCHAEOlU^^iUAL 
N ^ library, r^^W^DEi.HU 

Acii. No, 

I^^U! . 

3 io- 


lU Ho 




^Vbitef til Ctaai BHiam h 
Tht Cmntht fimi iJi,^ f mdm and 


*« 




m ■ 






\ 

N. 


A GUIDE TO THE POST-WAR WORLD 


A number of the manena discussed in this volume have been 
deaJl with more My, or from a difTertnt angle, in other booLt 
Dbysjhe same auThor, especially the followhig: 

^ A/owy, Present and Futme. Revised Edition, 1947* (For Bretton 
\yooda, the Amencan. Loan, and Interuatioii^ Trade and 
j Financial Policy^) 

s^Eurtfpe^ Russia, and the future. 1941. (For an anticipation, not 
too remote from what has actually occunred, of the effects 
^ of the Vy^ on the politicaJ structure of Europe.) 

^^'''dJreat Brilain m 1942. (For a similar anticipa- 

* ‘ tion of the effects of the ynxr on Great Britain’s economic 
^ position and political alignment.) 

The Afeems ta Full EmphjmeaL 1943, (For a fuller discussion of 
the policy and programme required for mamtaining full 
employment in post-’wM Britain.) 

Building and Plaming. 1945. (For the essentials of building and 
' V town and country planning policy.) 

Fabian Sodalism. 1^3* (For a fuller statement of the creed of 
"liberal’ Sodallnn which underlies the whole of the present 
volume.) 

^ LahtiuFs Foreign 1 946, (A A™ Staksman pam phlet deaUng 

W particularly with the treatment of Germany and with the 
. question of unity in Western Europe,) 

--^^^^paraiions and the Future 0/ German Industrj. 1945. (A Fabian 
pamphlet.) 
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PREFACE 


inn wft.jTtNo OF THIS BOOK h^Ls bcefl spread over several 
^cars —for I b^gan It a long time before the fighting was 
jvcTi even in Europe- 1 think cveiy part of it has been com- 
>letdy rc^wntten at least oncej and considerable parts of it half 
\ dozen times j for I have tried to keep abreast of current develop* 
nttit 3 up to tlie Latest possbte moment. Wliole secdons bavc beu 
liscard<^ in order to make room for olbers as the centre* of 
contemporary Importance have shifted; and ii has been difEcidt 
:o preserve a lair balance among the host of subjccta daiznlng 
itiention. I let it go finally^ at me end of Mareh^ 1947J in dbe 
[lope that the sclecddn of topic* 1 have made will give mxj^t 
leaders as much of what they want as it is possible to bring 
tietween the covers of an excepdonally fat volume. I have tried 
iQ moke it easy for thenij where they do not want all that I have 
mtten, to find what chiefly interests them^ by providing both a 
rather elaborate Table of Contents and a full Index—which has 
:ost a great deal of trouble. 

In a sense, th« volume is a sen gel to the trilogy of books which 
I wrote—^two of thcin in coUaooration with my wife —in the 
1930's. This trilogy began with TS? Int^IUginl MarCi Guidg t/tfirugh 
World CkaoSf publishca m 1953 and dealing primarily vrith the 
world situation on the morrow of the World feconomic Crisia of 
1931, This wort was followed in 1933 b^ Tfe hkttigtnl Moji'j 
SinrUw nf Eurf>p€ 7 i!w%r, which was receiving its final revision 
when the Nazis seized power in Germany. The scries was com* 
picted by A Guide to Modffn Fotiike (1934)^ which gave special 
attention both to German and Italian Fascism and to the course 
of political development in Japan^ China, and other countries 
outside Europe- 

In the present volume, I have for the mijit part avoided re* 
beating what was said In earlier booio^ though some repetition 
mas been unavoidable. Conscqucndyi the reader vrill find hem no 
roll account of the social and economic systems of the leading 
bountries—much less of their history, except the most recent of 
1 have had to limit myself strictly to current affairs and 
kcndcncieS} and to take a great deal of the background for 
kranted, m order to compress what ! wanted to say into the space 
tvallable^ Even so, my book is vety long, but not nearly so long 
M the tale of the virorld^s calamities and IblUes in recent years. 
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GENERAL INTRODUCTION 

The boor to which this is an introductiDn is addrwed 
not to experts but to ordinary' men and women of ii^ligencet 
and especially to those who, dudng die past few ytara, have had 
scant time or opportunity to keep abreast of cunent &et5 and 
ideas, or to study things for themselves in any regular or 
E^'stem.Ttic way% 1% is addressed particularly to men and women 
coming out of the armed forces or the public services^ to workers 
set fiee from munilion factories or other forrru of war work, and 
to young people who art just bcgiiming to warn lo know about 
facts and tendendts on which they must bast their Judgments 
in political and economic affairs. In short, it is meant for LnteL- 
ligcnt electors—present and future—or rather for as many of 
them as arc prepared to go to the trouble of understanding 
a living fjTohfem when it is set before them, not in technic^ 
jargon or in words uiuiecessaiily obscure^ but as plainly as it can 
be set Avithout distortion of its real significance. Such simplifred 
presentation is not easy to achieve at all points^ Some subjects 
are dilBcult of their very nature; and many more; arc made 
difficidt for ordinary people because the experts have developed 
for discussing them a Iwguage which only other experts can 
Understand. It Is ofren difik^t to unscnunble such eggs of 
academic discourse. 1 cannot pretend that every reader who 
go^ so far as to give his mind lo this book will find everything 
in it perfectly straightforward and easy. I should only be playing 
false with my readers If I attempted to inakr it so^ for 1 could not 
do it without consciously suppressing vital parts of the truths 
Hhat I can claim b that I have taken a good deal of trouble to 
put everything as simply as it can be put without telling lies 
about it, and that I have done my best never to use a hard or 
unfamiliar woid when I could do without it^ or to use it, when 
i have to, without explaining; what it means. 

This book is not an academic treatise. It makes no pretence 
of being a textbook, or of following any formal arrangement 
based on the shape of regular academic studies. But I hojpc that 
does not make it any the less educatJotiai; and certainly I am 
nowhere in it <»nscloiis of distorting the truth for any propa^ 
S^^^wt end. It b, however, in a sense, frankly propagandist;, for 
it is w-ritten definitely with a purpose, beyond that of stating 


what I believe lo be die Tacts. I have urjiten it in the 

hope that It will aHect actioiij at a time when men are called 
upon to act with decision and when their manner of action U 
mo^ than normally important in Lniluoioe on the shape of 
thln gm to come. As 1 have thii in mindp 1 nndci: a special 
obligation to be entirely frank with my readers about my own 
point of view—the a»uiiiptions from which 1 set out lo survey 
the world, the values to which I asslgii pre-eminence, I ha%T 
accordingly tried to set down, as puednedy a* I can, what these 
assumptions and fundamental judgments of value are; and I put 
them here, right in the Torefiront of my studyi as the best assurance 
t r-jn give of my wiU to play fair with my readcrsi and not to 
lead them on without giving them die dearest indication I can 
of the purpose of the journey* 

It will be known to some of my readm that I have been for 
a long time closely connected both with the Socialist movement 
and with academic life- 1 have been a Universiiy tcachcri 
holding Socialist opinionSp bui pursuing tcach^ and wiitkg, 
and not 'practical [X>liticg,^ as my professional Job. 1 had never 
stood for Parliament until 1 consented under pre^ure to stand 
for ray own UnivOTity io 1945; and 1 was much relieved not to 
be elected. Nor have I ever attempted to become a delegate to 
the Labour Party Conferencei or aspired to the position oT a 
leader in the world of politics, for which I have a temperamental 
lack of aptitude and tasie, I have often estpicased strong oplmcns, 
and have always dissented energetically from the view—usually 
held only in relation to those whose opimons arc 'advanced^— 
that It is improper in a teacher to express his views strongly, or 
even to be knowTi to have strong views on any political question^ 
I assert my rights os a teacher, to teach, what I believe to be the 
truth, whether other people agree with me or not^ut with the 
proviso that, if i set out to teadii 1 must never conceal a wealth 
ties in my owm case or allow myself to be diverted by considera¬ 
tions of pohtical expediency from telling the truth to the best of 
my ability to see it. To teach on any other termsi would be to 
consent to ply my calling with less than my whole miad, and 
with less than the best of my mind; and how could [ hope to be 
a good teacher if I had to place myac^in so £dsc a position with 
my pupils as to conceal from them a vital part of my thought? 

'Ihe relation of writer to reader ii inevitably less personal tiiaii 
the relation of oral teacher to those with whom he h placed in 
personal contact. But the need for frankness is no leas: it may 
even be gmai^^ becauK readers cannot ask qucstioni, and oral 
IcamcTs can. l^his pre l i m i nai y^ conlcssiod. of assumptions is my 
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□iTiwcr to thcasc who wish to know what are my modvci m 
WTilMig, and ^otig whm patJw I am attcrtipting to drew them 
m w^hal i have writ(en down* 

/ iaki for CrimUd 

(i) Siamiardt af Lidng. I assume thut the moat imivci^y 
important of ail the objects of political and sodal activity is to 
raise the standards of living of ordinary people in our own 
coundy and throughout the world [we have a special resjwn- 
aibility for our own country, but an only less immediate 
rraponrihility for others), in sudi a way as to ^ end to 
malnutrition, prcvcntLibIc disease aiid rnortaJity, UJlteracy and 
ignorancCi and sub-human living and working conditions wher¬ 
ever they exist. 1 assume that no otlier object can claim any 
allegiance when it conflicts scriDiisly with chia primary object. 

(3) Ptfsonsl and Politicai Ff^dom. 1 assume tlwt freedom and 
self^govcmmerit are jgnod tUinga, for both individuals and 
socteties, and that it Is die busmcira of all good men to oppose 
tyramiyi either of man over man, or of ruling Slate over subject 
people. But I cannot state this Bccond assumption in as im* 
equivocal terms as the first, hecause obviously ncidiCT individuaia 
nor societies can he left entirely imoontrollcd* There must be 
a rule of lawp for both men and peoples; and all that ^ 
sought is that this rule shall be such as to provide ynthm the 
social environment the largest amounts of liberty for all men md 
for all peoples that are consistent with the ^ual claims of other 
men and of other peoples. This, however, mcludes the assump* 
lion that sclE-govemmcnt is go^ in ilsd/t that the good 
constitution h that w^hich givTS all the mhabitonts of a country 
[or of the world) the best chance they are capable of taking to 
play a real and efiTcclive part in govcmiaent^ 

(3) OnHjjtf afSoaai CknducL I assume that, whenever a man or 
a govemmentp or any group of men or govcmmcnti, acts m a way 
that can be defended only on the groimd that the action is neco- 
saiy because of the imperlections of individual, group, or govern¬ 
ment moral behaviour, the necessity for so acting is to be regarded 
as a challenge to use all possible efforts to reiH: the standa^ 
of such behaviour, and that no one is cverjmtificd in invoking 
this defence unless he is his best cndravoui^ to that end* 

(4) Th Dufy ^Smice. 1 assume that CTcry person is under an 
obligation to use hu powers, whatever they are, in such a way 
as not merely to avoid being a burden on society,, li he or she 
can help it, but posidvety to contribute to social well-being. 
This implies, for all nonnai persons, an obbgadon to do a fiiit 
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dsLy'% work aiid not to h^. unduly e^ciictbg about the rci^-ard, an 
obligataon to develop valuable talenu and not to fritter than 
aviray, and an obligation to be a good coUeagut:^ as to help 
instep of hindering the ^^rork ofoLherA. 

(5) The Right h go Om^s Own IVajf. I assume that cvct>‘ person 
has a rightj, %vithin wide linrutSj to go hia own and not to be 
imerfened with or badgered about on grounds of [ionoQoformity» 
as long as he is tolerably fulfilling his obl^adons as set out in 
the previous dattse. 1 assume that it takes many sorts (not 

to make a good world, and that the only sorts it does not take 
are those who are cither deliberately trying to make a bad one 
or unprepared to rccoguM any code of behaviour rcstuig 
on the notion of moral rights and duties^ 

(6) X assume that the ^ple rules of oonunon 
rnor^ty are validi and that no one is ever entitled, to override 
a moral rule except in pursuit of a higher moral tnd fhlting 
within (and not be^nd) the ambit of oommon moraJity^ f define 
dicse moral rules^ for working purposeSj as {uj a duty to be kind, 

a duty to be Colcmnt of dilTerenocs within the limits of 


moraUty as Jicre definedi (f) a duty lo regard every liuman being 
as an end and not a meaiUp (d) a duty to deny tlic \^dily of 
and Co resist nil claitiLs that are contrary to fundamental hunutn 
etjuahty of rights, (#J a duty to bo active^ up to the limit of onc*s 
powers, in standing up for the obsen^ance of these principles. 

(7) The Br^therh&od Afm. 1 ctssume that all men are brothers,^ 
and that the only valid reason for hating one's brother is chat lie 
is ftcting agahut what is good and rights in denial of our fimda- 
fTkcnta] oonunon morality. 

(B) Truth* 1 aj^umc that truth is prtdcrabk to Ikl^iood, and 
ihiit it is good to enlarge the realm of truth both by new dui- 
oovery and by the spreadh^ of cxlsdiig knowledge- I assume 
that men are better for bemg educatid in the truths whether 
they are happier or not* 

(9) Freedom of Speuh. ft follows that J assume the ftecdom of 
speech and publicatbn to be good, with the sole restrietbn that 
they cannot Icgidmaidy be used diher {a) to deny fundamental 
common morality, or (b) to attack toleration and fiecdom of 
speech and publication within this sole limit. 

(10) Freedom of A^socuUwn. I assuine that fiMdom of assodatbn 
U good, because men cannot enjoy full opportimitics of sclf^ 
govei^fmi or of discovery of truth unless thiiy arc free to join 
together for common group purposes, I assume that the only 
hmitaiiona on ^e freedom of association should be idaitici 
with those limiting freedotiv of speech and publication 


(i i) qf 3 assume tliat men eajoy £fw wiU^ m the 

sense that their history is not pmdestinedp but cnade by their 
own ways of hamdling the oppommitks presented to them in 
each generation by (tf) their physical ana tradidemai enviroii- 
ments^ and [^) their knowledge and abilities. Accordingly^ 

I assume that the wdrLJ may get better or wqtwc^j m men by 
their \^isdom or stupidity make it better or woiw. 

(12) Faijn. 1 assume that ev^cryone who acts 

against these principlta is citlier a scoundrel blind. But, 
believing real scoundrels to be rare, 1 assume most of those who 
offend to be stifTenrig from defective \'ision. By vision 1 here 
mean imaginationi especially power to put oneself in the plaoei 
of others, and to think objecth'cly, setting self-interest apart. 
No one can do these things wholly; but tt-^eryonc can tiV to 
achicv'c them if he is given n chance. To give all men the best 
possible cliaiice b one of the three great pmposcs of educadoji. 
other two am (a) to leach truth, (h) to teach citizenship. 

TTiis is not meanl to be a complete of assimipdoits. It is, 
howe\w, 1 hope* enough 10 make my point of view suiEdently 
pLun. It Is not a call 10 men to act ^cr an impracdcably high 
^Uandard, but only to be always doing what diey can to pull up 
the Standards by which they and other men act. I am well aware 
of the dangers of ^id^istic' behaviour that ignores realidcst we 
arc all so often reminded of these dangers now^aya that there 
is no risk of our forgetting them. I wish rather to stress the 
danger of acting without any moral standards at ail. The 
attempt to be rc^ticaliy amoral is nonsensical. A rnan cannot 
be realistic in political or social matters except in relaifou to an 
end, and that end cannot be devoid of mdiaJ content. It may 
be a endj or a good one! It cannot be merely acutr^, ^ITic 
cant which suggests that one can set out to be ‘scientific^ instead 
of being moral la based on sheer muddled thlnkmg. One can 
set out to be sdeutific and moral;, or scientific and immoral; but 
the realm of science is that of means, not of ends. Ends arc 
essentially moral. The outlook for the world would not be any 
the less ^Mjd, or bad, if it could be ptedicted sdcntifically. 

Faking Sitks 

I have written all this down at the beginning of iny book 
because L want them to be no mistake about the side I am on. 
I am on the side of the oomman people, in the sense that 1 want 
till men to have an equal chance of the good liic and of Living 
it in the w^ys that suit them best. This does not mean that 
I want all men to have everything the majority of them would 
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vote for now, if they wcit; asked- I do not stand for that kind of 
democracy. I want people to have good nutiition^ gcxjcl housing, 
go^ education, good w^orkmg conditionii, freedom of speech, 
vmtLng and association, self-govenunent, peaceful rcladona with 
their neighbours, sound mor^ notbnj, whether they w-ould vole 
for having them or not. To this extent, but no frirther, I am 
prepared to assert that 1 know better what ii good for people 
than many of them can know for themselves, being less well 
Informed and more held in mental subjection. By the democracy 
1 stand for I mean making the people really free and self- 
governing, not the voles they record when they are neither. Voting 
id merely a handy device: it U not to be identified with democracyj 
which is a mental and moral rdation of Etiaii to man. 

I am, in effect, a Socialist. By Socialism I mean fundamentally, 
not a particular economic aitangcmeiit by which the State owni 
and runs industry, but the entire body of principles w hich I have 
set out on the foregoing pages, Tlie public ownerahip of the 
essential mean* of production follow's irom these principles, at 
the present stage of sodal evolution, at any rale in the more 
advanced countries. It is a means towands ma^ng them effective, 
not an end in itself, or to be pursued save to the extent to which 
it is a means. There u nothing sacred about natiniialisatjoiij but 
can vre find, lor the main industries and services, any aiteruadve 
way of eiimring that they shail be used to serve the ends here 
poaiuiat^? \\itIiout a high degree of economic equality, we 
cannot have either freedom and self-government for ail or 
a sadafoctory standard of living for all. M any rate* that is'my 
^cw: why, I shall explain later* I may be wrong about that- 
for about means we may at any dmc be wrong. But I am not 
wrong about the ends I have laid dotvn os good. They are itockL 
in a thoroughly and finaUy objective sense. They are good 
merely for us, at the presmi point In historical devdopmoit* 
and not merely m rehtion to the particular pattern of livimf 
which our ^in^tion has worked out. They are good altoget^ 
irndfir^od, from the moment of tlieLr conception In any nion^s 
mm^ goodness cannot be altered, though iia impJ:SSiii 
^ be broadened and drepme^as a consequence of anything 
that i^y happen to mankind. They arc as true in the 'aS? 

r, 's 

arguing w,th anyone who denies them: I am amply tdJii hCS! 
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THE RIGHT TO WORK 


For wohb tmak six years after tg^g there was in Great 
Britain and in the other great beltigcroit countries no uncroploy* 
meat in any sense that mattered^ Year after year, between the 
warSj the iiumbers recqrticd in Great Britain ai out of work 
hardly ever fell below a million and a hal£ Often, they were 
much higher. For three years on end^ hom tggi to igj^, they 
c;omi5tently averaged more than two and a half milliDns. Week 
in, week out, the dreary queues haunted the Eanploymcnt 
Exchanges. Year after year, there were many thousands who 
never knew what it was to have a job. Even m 1939, when we 
were supptssed to be busily preparing for war, more than one 
worker in evory ten wtjs standing idle. Over the nine years from 
1930 to 1938 the average was about onn in every five. 

Were we so rich^ before the war, that we could afford to waste, 
on the average^ onc-fifth of our pnoduedve power? 1 say ‘pro¬ 
ductive power’ adv^isedly, for in the last resort our productive 
power consists of human beings. ThcK human bcinp need, no 
doubt^ machines and tools to work with, and materials to work 
upon. But it was not shortage of tools or materials that was 
taping them unemployed. It is labour that digs matciials out 
of the cartbp or raises them upon its mr&ce: it h labour that 
makes tools and mnchincs and buildings to contain them,, hlan- 
pow er, as we know w'cU enough in wartime, it at the back of all 
production. 

Not crude, unskilled man-p>wer only, I agrw. The makidg of 
things needs brain, skill, dexterity^ as \sell as—nowadays much 
more than—sheer physical strength. Were wc then short ofbraiJis 
or skill or dexterity? Surely not. Among the imemployed were 
many thousands of highly skilled w'orkers; and there were highly 
qualihcd leibnlciaiis and admlEiistrators who could not find 
jobs to employ their powers. There was nothing wrong with 
the men and women, except a few, at any rate until they had 
been allowed to foigct, in enforced idleness, how to do a good 
day^s work. Then, no doubt, some lost a part of thdr skill, and 
y^t mnm of the hope and rest in life that make a man able to 
do hU The ^idi, till then, lay not in the men and women, 
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bun ill the system ilmt suiFcred them to rol avviiy, denied 
them the means of sattsTying one another's needs. 

It W'ds some timet said, of course:^ that matiy of the unemployed 
were ‘unetnpIo)'a,bk—though no evidence of this was ever pro¬ 
duced, and such evidence as there was made plainly on the other 
side. War soon swept the lie away, J'io one doubted ihat the 
unemployed were worth cmployh^ to make munitions^ or to 
release men and women for die services, or themselves to sene. 
Uriemploymcnt fdl away to almost nothing- and it beoune 
necessary to scour every possible source of addidonaj labour and 
to press every avallabk person into a job. If they did not know 
what they needed to know for the work on hand, they were 
taught, just as in the services they were taught to be soldiers or 
sailors or airmen, or A.T.S, or Wrens or Waaft. Man-power was 
what counted, first for averting deicat and dien for compasiitig 
victory i Men and women were no bogcr nuisances needi^to 
be kept in idleness: they were wcU worth tlieir keep* as many of 
them as could vvork at all. 


Were \re so rich, before the w-ar, timt wc could adbrd to adopt 
such different standards of v^ue, even deeming it cheaper, and 
tnorc economical , to keep mil Lions of people in idleness rkan to 
ret them to work? I^ubtlcsa, when idle, they ate kas, drank less, 
dressed more shabbily, lived more meanly than when at work: 
w^, or ratlier our rulers^ saw to it titat they did. But, if w^ had 
set them to work, wotdd the product of their labour have been 
wortJi nothing? Could it really be cheaper to keep Lhem^ meanly, 
in aht^r tmeness titan to allow them to contribute towards itie 
ODst of their owm decent maintenanDe? Even if they had produced 
only^h^f as much as they consumed, only half their consumption 
w^uld iiavc had to be supplied by the labours of oUiert, Even on 
^ most unfavourable assumption the entire community would 
have been abk to live better, and would not have been put to 
shame by its treatment of the less fortunate. 

But why should Ihe unemployed have produced less than their 
k<xp, if they had been given the chance to work? It is doubtful 
whether they wnerc, man for man and woman for woman on the 
avw^^any less skiUed or industrious than thoK who were tn 
jobs Of course, some of tliem were; for in any trade the worse 
jrarkcre^ tend to be rather less regularly tJnploytd than the 
better. Tlicre ^ how^r, special rea^cni why wc cannot oon- 
dude from this that the unemployed m general had a lower 
prodMCUvc power tlian the employed work™. Lack of 
jobs v«is not spread cnp-cnly over the ooiintrv Or betwerT^r 

4a 



the lev'el of unemplo^iDeiit wai monstrauily high year alter year: 
were vi'crc whole iooiutrite in which the level was continuously 
^ abow the avciage for industry as a whole. A man or wo-mati 
might have all tlie virtues^ and yet fail to get a job in a South 
yidcs raining valley or a shipyard or a cotton tottai; and the 
indtmrics which were oontinuouily most depressed—ooal-ratning, 
shipbuildmg, cotton—were among those which had the highest 
pramrtions of skilled and inteJligcnt workers. The unemployment 
of the decades between the wars was no n3pcctc:r of persons. It 
smote down skilled and unskilled together, dcvastathig the homes 
ol men and women who had been justly proud of their traditions 
of craftsmanship, of dicir indcpci^eooc, and of their ahility to 
bniig up well-nourished, Intelligent children to better their 
parmtB aclutvcmcnt. If they fkil^ in this, it noE thrir fault. 

Tt was not, I have said, for lack of tools or of matrr ja| s that 
the labour of tlicse workers went unused. In.the great majority 
of mdustrics there was productive plant uucmplorycd- and in 
many there were even associations of busincis men formed, in 
some cases with the oountenanoc of llie Government, for the 
pmposc of buying up such plant and destioying it as ‘redundant,’ 
The 07 of EurpliLS capaaEy' \vcnt up fham one ring of caplt^ifit 
mms after another. Where, os in a few* rapidly expanding trades, 
there was not much plant to spare, more could easily have been 
Tile trades that exist to make machinery were mostly 
oyiM out for orders; and there was plenty of lal>oijr for them to 
employ. As for materials, the world was lull of surplus stocks 
waiting to be sold. Both the agnculttinil and the extractive 
(mimng) mdusttics ^ over the world wanted larger markets. 
Materials of most kinds were cheap in lemis of other goods, 
because the suppliia^ of them were eager to selJ, 

T7ii Cfljtff of Unaiiploytnait 

Why, then, were millions of industrial workers unemployed 
not oidy in Great Britain, but in other indusbial countries as 
well—in France, Belgium, Northern Italy, the United States, to 
mention only a few? These millions were without work to put 
the cw quite simply, because employers in these countries saw 
to suflicieqt prospect of profit from employing them. The only 
industrial countries in which, during the years just before the 
un^ployment did not exist on a serious scale w-ere the 
aovKt Union and Nazi Germany; and the reason for these 
cxoepttr™, different as it was in one sense, was in a negative 
the same. Neither in the Soviet Union nor in Nazi Germany 
tun die Government leave the level of employment to be settled 
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by the ^iit^«X|H!ct;itians of business men. In the Soviet Union, 
wl^ the roam mdustnes and services ^erc pnblidy owned and 
producbna was governed by a vast State-made pl4, need and 
not ^ the detemuning fector. Industrial cmployroenl hi 
the Soviet Umon more than doubled beft^,-een tnao and icwd, 
and went on sharply afia- that. The Soviet Koplcs iiecd^ 
much more than they could hope to pi^uce with the man- 
posver and other resources at their command: the quesdon for 
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I Empla^ment wida^ 

I It should be easy to tmdemaiid why the re wa§ no uncmploy- 
I ractit problem in Aie Soviet Unions but why waa there little in 
I Nm Germany? The Nazu also had a use for e\'erything that 
I German man-pou'cr oould produce. They had a use for it, as we 
I bad in Great Britain after 1939^ They wiciTe get ting ready for w'ar„ 
f were not only making mutilLions, and factories in readiness 

I for making munitions. They were Laying up store of everything 
that could be stored, and building up their productivie powTr in 
preparation for the tremcntkitis strain of the vvar of ’ivorld con* 
quest they had made up their minds to linage. 

Consequentiyp the Nazis, no mare tliaii the Russians, could 
afford to let workers or factories stand idle. Unlike the Eussiaru^ 
they had Icfk the industries of Gicmiany in private owncrahipj and 
the German employers to aim at private profiLs. But they did 
dlow the prospecUi of profit to determine the level ofpre^- 
duclioru They had a summary w-ay with business men who failed 
to carry ont their orders; and they did not hesitate to oidcr firms 
to produce Tnooci and to employ more workci^ than they W'ould 
havt done if profit had been their sole guide to actioni Coercion, 
howevneTj though it wus freely used, w-aa not the Nazis' only 
utSErumcni. They saw to it that It sho^d pay employcn tolerably 
well to take on all the labour and produce all the goods that the 
State wished to see produced.i Where need aroacp, they subsidised 
production, especially for export; for they needed targe exports 
to pay for many kinds of materials essential for war w^hich they 
^^uid not produce at home. Apart from this, the Nazi Govern* 
mtnt bought up and stored goods agninst war needs; and it 
pursued steadily a policy of ensuring that tliere should Iki in one 
iotm Or anothej, enough demand to take off the market all that 
could be produced* Hqw this was done we shall see later on: for 
present we need only take note that it was done, when 
nii^ons \^-ere left idle tn other capitalist countries, and that the 
doing of it immeasurably strengthened Nazi Germany for Avar* 
Coixespondingly, our JkiJiire to employ our unemployed 
weakened us^ WhUe the Nazis were increasing their Avar potential 
hy building up thdf economic power, wr, or father our nders, 
were allowing—nay, encoma^g—our shipbuilding capitalists to 
buy up "redundant* shipv-aids and lay them w^aste in order to 
prevent them from bring ca'ct used again, our sliipOA^mers to 
‘redundant^ vessels^ our steelmakcrg to make an cod of 
tTedundani* steelworks—'redundant^ meaning in all these cases 
m excess of what could be used to secure the largest possible 
profits for the owners of those that A^'erc left. Even supposing that, 
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in iomt indugtries auch as CDtton manufacture^ some of the 
scrapped plant was redundant or obsolete—a point to whidi 
I shall come back—could it be right to scrap diesc inatrumcdts 
of production without cnjiirmg Uie creation ofoUieni to take on 
the labour thc>^ might have employed? Our Government did 
nothing—or next to nothing—to increase the openings for 
employment even to the extent of making up for what teas bciiihg 
destroy^ with its goodwiU. Our GovoTunent did not accept any 
responsibihty for there bring jobs enough to go roundj or output 
enough to satisfy the peoplc^s needs. It left that to the prafii- 
seekers, in the nauic of'private enterprise,^ It ^vent on repudLatlng 
all rcspotkiibility even when so-calJed ^trade revival/ as in 19371 
still left 11 per cent, of the insured workers out of vrork* 


7^ Right iff HWJt 

Xlie Right to Work* is a very old cry^—as old as the Socialist 
movementr It was raised by the workers who manned the Paris 
Barricades in and on that occasion the Christian Socialisti^ 
Gharln Kingsley, acclaimed it as worth a hundred of the 
Gliartut cry of ^Nlaiihood Suffrage,' because it got further down 
to leahtics. It vL'as the dry of John Bums and the unemployed, 
demonstrators of 188G, and again of Kclr Hardie and the new 
Independent Labour Party of 1B93. Year after year, in the new' 
cimtiuyj Labour M.Ps* brought fon^ord their 'Right to Work 
Bdl^ in the House of Ckimmons. They were always defeated: the 
capitalist parties always denied that it was any part of die 
Government's responsibility to find work for the people. Unem¬ 
ployment was regarded either as an unavoidable calamity, which 
men and women must bear as best dicy could, or even as a 
ncasssary condition of capitalist productionp which retjuircd 
a ^rwtre of labour' in order to cope with bwms and preserve 
discipline among the employKl, No weapon was so pow'crful in 

keeping the workers in subjecrion as the fear oF'the sjuci"_and of 

being unable to find another jobn 

In die days before the first World War unemployment 
ranged betwwn ^ per cent, at die best and B per cent, at the 
worst among the workers (mainly skilled) whose employment 
records were The average was probably liighcr inong 

the Ip skiUed workers; but even among them it was undoubtedly 
much lower than it came to be after tqtS. Fn)in i8gi to iqoo 
the recorded avc^ w'as 4* per cenL, from igoi toYoio it ^ 

^914 than 3 per cent. It had 
been higher m the 1870^5 and the iB8o*s; hut most people 
supposed up to 1914 that economic depressions were getting 


severe as the capitaliit tystem settJed dovm^ They little knew 
what waa cprnln^j on the morrow of the first VVc^rld War. 

In the bad years iiemwi the two wars the cry for work came 
back with rencvi'cd vtRnur^ in face of nnemploycd toLab whicli 
remained persistently fiigh wen in what were called *good years' 
and rose to appalling heights in the recunent depressions which 
svvtpt, not merely Great Brltain:,i but the entire cipitalisc wt>rM. 
TJie worst slump capitalism had evTr experienced liegan w*iLh 
a crisis in Wall Street—die New York stoedt market—in 1929^, 
oontiniicd with crises in Great Britain and over moat of Europe 
m 1931^ and reached bottom in. the terribk yean of slumps 1932 
and 1933, In 193® world production of raw materials was doAVn 
by 25 per cent, on the production of 1939: world industTia] pro¬ 
duction was down by 30 per cent, (or by 36 per cent., if w^e leave 
out the U*S.S+R,, where it had gone up sharply); only w'urJd 
produedon of foodstuflshad Iwen mmntaincd practically wi^out 
changCp and in their case prices liad slumped to levels ruinous 
to the producers. In fifteen leading industrial countries, the 
unemployed averaged more than one in five of die industrial 
population^ 

77tt Old Econamics aftd tfii NfW 

Up to this pointy most of the profes^onal economists, except 
the Socialists^ had upheld the view' that the State ihould accept 
no reaponslbility for the maintenajicc of employment. ITiis view 
was part of the elassical economic doctrine of Unem- 

ploymcul was blamed on a number of causes, one of the 
commouest a^sertioiu being that it was largely due to the 
iufiuenoe of Trade Unions in keeping w^ages too high. If W'oges 
fell to the correct 'demand prioe^ of labour^ said the orthodox 
econombts^ echoing the main body of employm, it would pay 
capitalisu to engage more workers, and unemployment would 
sirik to the level necessary for a ^reserve of labour^ 'Fhere was an 
evident fallacy in this argument; but it w-os not seen—indeed, it 
angrily denied. VVhat W'as left out of account was, of course, 
that wages, which ate esrtf to the employer, are ptir^h^ms 
to the workers, and that the fall in ^vages ^vtsuld reduce the 
consuming power of the great mas of the people and thus make 
them able to buy less instead of more, unless prices fell more than 
in proportion to the fall hi wages. Biit if prices did EdJ more 
than wages^ capitalists would find production less remunerative 
than ever, and ^^oiuld be ready to engage less labour instciid of 
more; whereas, if prices fdl kis than wages, demand wouJd be 
reduced for a vAde range of Ksnsumers" goods, and so, again, 
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frwcr woifkcfs ^vDuld tK? empI^txL This was not mn^ becauK 
cath employer persisted m thinking hoiv he i^-ould be afFcclcd 
Lf he could reduce his costs by cutting wiigca and could still find 
the market for his litres os good as Ixdbre* This, however^ it 
could be only if other employen did iiot cut stages, and so reduce 
demand. The fidlacy here involved in known to logicians as the 
Tatlacy of composition’; but it continued to pass current as valid 
truth among economists of reputej. as well as among business 
men. Indeed, those who denied it—notably the late John A. 
Hobson^ one of the most notable economists Great Britab has 
produced—were denounced all their Uii'es as "heretits" and where 
startingly rehabilitated only when they were safely dead. 


TTuQrm of Unfmplti^intat 

It took the experience of persistent, heavy unemployment 
behscen die w'ars to induce rton'^socriaiisc economists to re-cxnmlcc 
their futidamentaJ assumptions^ to die extent of conceiving it to 
be possible that the failure of capitalist societies operated on tlic 
basis of imsie^-faire to make even tolerably full use of their pro* 
ductive resources might be due to some flaw in the system itsclfi 
rather than to the unrcasoiiableness of the working classes, 
Meanw^hilc^ ma ny unorlliodox thinkers^ in search of an explana¬ 
tion of the extraordinary paradox of starvation in the midst of 
the tnenos of creadrig plenty, had been led to believe that the 
fault must lie in the bchavioitr of money, the nearest to 

orthodoxy* laid the blame on what they called "the mherent 
instability of CTcdit*” and traced the «\Ueniating ups and downs 
of employment and production to the action of the batikcTi in 
creating first too much and then too liltLc money to keep the 
w^heck of commerce turning at an even rate. Othm believed 
themselves to have disoovered a **f1aw in the price-system," such 
as to lead to reomrent* or even to continuous, shortages of 
purchasing pensw. Yet otbeis, putting their trust in psychniorgy, 
laid the entire tronbic at the doorsteps of business men who 
were alleged to suffer from altcmating—and apparently causeless 
—errors of optimism and pessimism, so as to produce now too 
much and now too little and now' to engage and now to dischanre 
workers according to the state of their spirits, or ihcir dkesUoM 

Most of these attemj>u at cxplanaiton wTre directed mnmiv to 
givmg an accomit of the reasons for the sharp falline off of 
emploj^ent m b.-id times; or at any rate the variation in the 
level of employment betuttn good times and bad. Most of them 
made little attempt to estpUin why. after tjrS, there so much 
TiiiemploymcTii even when times were supposed to be good* Take 
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lh« pcrcCTitiigcs—not quite Gompanible, but near enough fur our 
purpose—recorded as unemployed for ihe years from to 
19311 and set againM Lhcm the percentages for an equal numW 
of years beJbre 1914, 
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Over this period of seventeen years bet^«ii 1922 and 19361 
the peroentage unemployed was on the average more than three 
times as high as it was over the seventeen years before 1914, the 
€xuss amounting on the avtn^ to lO per cent, of the whole 
labonr force. Even if some aUowauoe is made for the different 
basis of the two sets of figures^ it is be>'ond question that the 
average level of unemployment at least tivice as high 
between the wars as it was before 1914- No explanation which 
showed only why employment fluctuated from year to year 
could go any ^vay towa^ duddadng this startling difference of 
average level, over good and bad years together. It was pbin 
that there must be something very badly amiss mth an economic 
system that thus disastrously ^vasted its productive powers. 

Maintdnirtg thi U$tmp{i^d 

'rhere were, however, reasons why eoonomisU^ oth^ than 
SociaiistSp concemnited their attetition mainly on the ups and 
downs, rather than cm the low basic level of employment. When 
the level of unemployment did not rise much above 10 per cent., 
the social problem which it presented was manageable, and did 
not seem too dreadful to most pf ihosc Avho were not directly its 
victims. After the first World War there was instituted a (airly 
comprehensive scheme of compulsory unemployment insurance, 
under winch benefits were payable to most workers who found 
themseLves out of work when times were not too bad. The 
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workman contributed out of his wages towards the cost of these 
benefits; the employer contributed a sum—in most case* equal 
to the wnrkmiui's payment—as a cost of production; and the 
State added a further sum, at fim unaJI hut gradually incrcoied, 
out of the yield of the taxes. These sums kept the ivorkman and 
his family without positive disaster, though by no means without 
hardship, provided the period of unemploymrnt did not huii too 
long. But in limes of serious depression, wben tiic numbers out 
of iTOrk rose high and those who lost jobs were in many cases 
Unable to find new one* for years on end, the method of insurance 
broke doviTij and tlie State had to come to the rracuc of 
iiFacmployincn.1 fund by providing additiona] money and, in the 
'hose who had been long out of work off the 
shoulders of the insurance scheme and providing for them whollv 
out of taxation, ' 

There wai no end of trouble over these questions. How mucJi 
money ought the unemployed and their dependants to be given 
to live on? If they had savings, ought they to be compelled to 
spend these before they could look to the State for support? For 
1?'^ u j they to be allowed, in return for the contributicni 
they had paid when in work, to draw benefit* as of right when 
they tvere out of work? \Micii they ran. out of benefit under the 
insurance scheme, what conditions should the State attach to 
gwing them hdp? Should there be special rules against giving 
benefits to married women whose husbands were employed? 
And so op, through an endless range of question* which Parlia¬ 
ment year after year (pent much of its time in debating. The 
severe uncmployincnt of bad times became, whether one liked it 
or not, an acute political question. It could not be simply shoved 
a«de by paying the unemployed meagre bencBis on which eked 
out by such savings as they had, they could contrive to cet 
through normal ^Us of unemployment without spectacular 


Th# Disirtistd Auai 

But Iot tme thing, many politicians tvould have been quite 

rr"" r H unemployment 

that existed in go^ years, if only they could have foTOd^^s 
of preventing the doublmg of the total in 'bad' yeaia. Tbe one 
hmg that the lO pet cent, did not consist cxclSivriy omUrly 

hetv.^n jobs, but included al 

^pn,drd o„ , t». c«,0„, 


stcd, and one or two others—which had perabtently high raM of 
iinmipLoymcnt even in *good" ycara. Something had gone badly 
wrong with these industnea and with the districts that depended 
on them; and it ootUd not be denied that they constituted a 
problem dcmatiduig spechd attencbn4 At firsts the Govcmmenl 
attempted mainly to draw ^vorkem out of them by Hnditstrial 
transference’ to more prosperous areas—in effect, leading the 
areas to their depression, while trying to make It less burdensome 
by removing part of the labour "surplus.’ tmitcr, when this policy 
had manifestly failed, a half-hearted attempt was tinitdc to 
attract new industries into the depressed areas^ chiefly by found¬ 
ing Industrial Ttadmg Estates, on which firms were encouraged 
to sertJe by llic offer of factories to nmc on iavonrabte terms and 
other small advaniages+ This policy ivas good as £ir as it w^nt; 
but it w*ai attempted only in a few pbices and on a very imall 
3Cale« Not till armament Orders began to flow into the depressed 
arras was anything cffccuvc done to get the main body of their 
^nirplua^ workers Isack mto employment* 

This problem of the distress^ areas-—called by the Govern- 
ment "special nreas," as If that could make their plight less 
distressing—was always treated os a quite particuL^r case, stand¬ 
ing apart firom die mfun problem of unemplDyment. As shall 
sec laicrp. this aldrudc was radically wrong i for the podtion of 
the distressed areas was only a symptom of a disease from which 
British industiy^ was suffering over a much tvidcr field- But there 
was no willingness in orthodox circles to admit thisi because the 
admission would have opened the door tvidc to public inter¬ 
vention in indusiry with the object of putting matteris i%ht^ 
Attention was focustd on the fluctuations of employment between 
'good^ and ^bad' years—that ia to say, on the phenomenon known 
to eodnomlsu by the name of ^thc Trade Cycle.* 

Unemphjmtni and tht StaU 

1 propose to defer until later any account of the varioui 
explanations of the Trade Oycle that have been pot fonvard^ 
The changed attitude of many economists during the past dozen 
years tow'ards employment policy turns, not on any parUctibr 
explanation of the cycle, but on a more careful study of tlic 
actual course of events as economic activity goes up and down. 
The wTitings of Lord Keynes, which have xtrvoludomsed 
academic thinking on the whole question, do not so much 
explain industrial fluctuotians as nroposols for offaetting 

Or evert preventing them by timdy public action. So deep an 
impression hiu this Keynesian approach made that to-day few 





cconoiiwU would dtaiy the Stale can and shouM aa»pt 
nspoiulbility for maintaining employment at a satb&ctory lc\'el. 
Only a few hold that, in doing thi*» tlic State would of ncdcBity 
be upsetting the beneficent working of the system of private 
enterprise. There are, no doubt, still a few professional economists 
and many more individualistic business men who ding to tiie old 
notions of lahsf^-/cm and trt-cn exaggerate them now they are 
imder wider challengci but these reactionaries have lost didr 
title to orthodoxy and have taken to giving themselves the air of 
men ready to die in the last ditch for the griuid old cause of 
property rights. 

In the General Election of 1939, when the Labour Part)- and 
Uoyd George were alike maintainuig the State’s duty to embark 
on a crusade against unemployment, the Treasury, on behalf of 
the CovcmmGijt^ bailed a rncmoniiidum in whicti it proclaimed 
unequivocally that State action could do nothing to increase the 
volirac of employment and ibnt any employment provided by 
the Slate wQidti merely reduce by the same amount that provided 
by private caierprise. By way of coiitrast, the Churchill Govern* 
meet ismed in 1944 ^ Paper on Employment Policy^ tn 

winch it stated in so many words tliat “the Govemmenc accept 
as one of their primary ainu and responjsxbilitics the maiTitcTinnce 
of a high and stable level of employment after the war” la my 
opinion, the rnca^res whidi were emtUned in the White Paper 
for carrying out das object were Quite inadequate; but that doe$ 
not alter the lact that even the OmrehiU Govemmenl accepted 
the responsibility^ and ofhcLally and categorically repudiated 
what had alw^aya previously been regarded as the established 
Treasury doarine.^ 

In subsequent chapters we sliaJl have to see what this new 
poliqrt of State action tn keep employment Ktradily and con¬ 
sistently high* involves in tenm of practical measures of public 
economic wnlrol. Here we need observ^e only how fundatnenlal 
14 tbc revolution of attitude and doctime implied m it. Our fore¬ 
fathers of the imietcentb century mostly regarded politics and 
TOiiomics as tivo fienarate systems which touched only at a mv 
fw points and ought as for as pmaible to be kept apart Thev 
were dnvtaio ad^i, giu^gly, the necessity o? Factory Am 
to protect the condiiiqns of children's and women'* b^hour, and 
of a few otiicr special miericrenocs tvith the ‘right ' of the owtirr 
^ property to UK K a, he pleased for tl« exploitation of his 
fellow men. Ii, piera], they relied on an '.Leea liojid' of 
pm-id^ce to make sure tha t each man in pursuing his own self- 
mteresl ,n eomiomic matter would somehow m^tcrbuily be 


furthering the common interests. They did not bcltcve that 
scJBshncss outside the cronomlc sphere had these beneficent 
results: none of thetn, as far as I am aware, ever argued that 
a iaiher who reguJarly ate up his children's dinners ^uuldt hy 
the imcmtablc ways of providenoCi^ be doing his best For thexn- 
But quite viituom peusons did bclie%e in alJ honesty that thb 
paradoxical principle held good in the world of business^ mclud- 
ing that of the rclatioiu between Capital and Labour as well aj 
that of the market for goods. Why this vitw was ever held it 
i^'ouid take too long to enquire here; the point is that it was 
hdd, but is held no longer save by obadnate and indurate 
rcactionarks. 

As soon as this view is given tipi the main reason for celling 
the Stale to keep its hands otf biisuu^ disappears. That business 
men arc apt to ^havc selfishly, and Indeed must do so in order 
to survive^ pretty much to the cixtcfit to which their competitors 
are allowi^ to do sOi nobody denies; but as soon as people scop 
believing that this selfishn^a is really for the good oi all, it 
becomes evident that the State ought to step in to check it* wh-tm 
it produces evil consequencesj just as much as it ought to step in 
to prevent a IktJier front starving or seriously maltreating his 
cHldren* It renmms open to argumenl at what precise pointy or 
precisely how ikr, the State will be wise to intervene; but the 
argnment against intervention on grounds of abstract principle 
simply goes by the boards It has gone by the board now^ in ihia 
matter of the State's responsibility fer preventing unemplo^Tncnt. 

Let me repeat^ The expenenoe of the decades bctiveen ihc 
Wan taught us oonvinclngty that the consequences of not t^ymg 
to ctan unemployment^ but merely keeping the ttncmployed 
Wretchedly alive on benefits and doles, were alicjgethcr uitolcr* 
able. They humanly intolerable, because the policy of 

*^dolcs'' meant condcmuiitg hiindrcdi of thousands of good work¬ 
men and even milliDns dependtnt on them to subsist wretdicdly, 
eating thcLr hearts out in a sense of uselessness and (utility, 
finding palliation only when sensitiveness and manhood died 
out in them after hojK was gone. They were humanly intoler¬ 
able, because the policy meant letting young men and women 
grow^ up in the distressed areas without ever a chance of learning 
a trade or getting the basis for self-respecting lives, becauK it 
meant undcmDuiidicd children and shabby, ihambling parents, 
li™g in decayed towns and viliagea which eserased to be 
possible centres for a vigorous community spirits They were 
ccQiiomicoUy intolerable^ because the policy meant wasting, year 
in and year out, never less than one-tenth of the community’s 
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productive and at timcj upward* of onc-fiftli, despite iht 

obviotM need for all. and more than aU, that the tinuscd labour 
could hji¥c been employed to pmduce. 


FtiJi Empkjuviit 

We baw Jc^t that these tHngs sue mtolcrahic; and even the 
mdividu^ v.ho have not learnt diis have learnt at least that 
m™r ™ ^ tolerated by oihcn. Accordingly, Govem- 

ntem must at le^t proftss it, wiU to make an end of them, and 
no ^venunrnt dare now deny that it a riaponsible for prevent- 
Lip.»rviec however, ts not actionfand we 

to ^o “>=*'»>« "ft* preptirrd 

Whf^' J. s“PPO«c« of the Chuidull Govenu^f, 
ill™ ‘M';‘f thd only a little, they wxjuJd be 

^wed to get away wjth ,ion the ground of having done their 

^ ‘he tt^t of the 

t f" j ^ Eaiploymcni Policy, to which 

1 have already rofmed. It was there argued that the Sute's 
employment might Klund to eStt 
aS «cpannon of our tttemaJ trade can be assurod"; 

rk to the great difficulty of 

cai^g through evim the wld measures whidi were outlmed. 

j policy o{ Full Emplq>Tneiii' need depend on a high level of 
trade, and how real the other 'difficiiltica* apLehended 
by the Coahtioa Government at the time of the White Paner 
Snemnr ™onicnt let u, concentrate on this one pohn. 

r contrary, « 

w shall fcc, pubUc policy can be, and should be. the main 

of e™| that p^ucuon is as high as it roSSrS 
and that there arc job* available for all who need iheiiL ^ 


CKAPt&A tl 


OURSELVES AND THE WORLD 

There «bep be*, ^nd then: ougiit to bCf no wicrnployment 
probJem hi Great Britain—or indeed anywhere in the world* 
There 15 30 mneh that needs doing that there should be in peace* 
as tlicre vvas in war, everywhere a sliortage of xvorkers and a 
neoQisity to postpone some tasks in oider to get the moit urgent 
thin;^ done first. There ought to be* for a long time to come, 
continuous Tnli employment' o^icr die ^vhole earth* partly in 
order to make good quickly the devastation wrought by war, 
but much more in order to lifi Lhc peoples of the world out of the 
conditions of poverty in which the great majority of them have 
existed hitherto. We In Great Britain had little enough cause 
before the war to be proud of our own standards of living. Yet 
v^c w^rr, in ternis of average standards, among the worldV top¬ 
most 10 per cenE. Only three countries in the world—the United 
States^ Canada* and New ZeaLind'—stood higher than Great 
Britain in productMiy per head of population; and these three 
had between them only about 6^ per o:at. of the human race. 
Ano tiler 3I peneent., including the people of Great Bri tain j were 
at or near the British lev*tl—stuiMng so far 10 per cent* in all. 
The remaining go per cent, of the ^vt>rld's i^iabitonts were 
definitdy below the British standard of productivity* Indeed^ 
only another SJ per eeni.* tiE^ady all m Europe* reached even 
one-half of the British standard. Eighty per cent, of tlie human 
race lived In countries in wBich the level of productivity was 
lowtrr sUU—about per cent, of them in countries where the 
average level was about nne-third of the British, and nearly 
60 per centi in oountries w'here it was near or below one-qnarter* 
These proportions take no account of the ways m which 
wealth and income were distributed in the various coururles. 
They art based on the atiempt, made by Mr, Colin Clark m his 
book* The CondUions <if E£t}nomk to apply a common 

measure to the productivity of aiJ dountrics* without regard lo 
the distribution of the product. It couldj however, make little 
diffoncnce to the broad conclusion even if the Lntquklities of dis^ 
tributioD were taken into account. Everywhere the poor are many 
and the rich few; and the standards of living of the great majarity 
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depend un^ivoidabLy on the gentmil lovid of prodiKtivity tn each 
wnnby, ^Fhe American standard of living is liigh, and th* 
Chinese standard desperately low, not because mcome h belter 
dutributed in tlic United States, but mainly because production 
per head is immensely greater. Even the ^-ast improvements made 
m the distribution of wealth in the Soviet Union have not ao far 
prevented the Soviet peoples from rentaming poor, beennse 
fevict productivity is stdl low, though in Ment yeara it has been 
improving very fbst+ 

Knowing i^diat we Imow by cipcricnCJe of our own conditions^ 
wc arc in a podtion to rcaliic whai the prevailing poverty means 
m countries which are \Try much wm* olT than we arc. Make all 
die ^owances you please for ddrerent conditiDns of Imng in 
tropical djmates, or for the different needs of peasants who are 
^to^thcr without experience of the life of towns and of the 
Mbi^ of living in advanced industrial countries. Discount as 
^™ly as you please the condusJons derived from the merely 
s^iistica! evidence. 1 am not asking anyone to believe that 
oeoauje the average level of productivity per head in India and 
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China is !« that one-fifth of ihis average level in Great Britain, 
the average Indian or Chinaman is five times iis miserable as the 
average Englishman- Such an assertion. iiibt>uld have no meaning-^ 
Urhat I am saying is that the level of prodiictmty over nearly all 
the world is obviously much too low to yield to more thim a tmy 
fraction of the InhabitanU a decent or humanly tolrrable standard 
of life* 

Produdmty in Ewropt 

But mcrtt of these pcoplcp someone perhapi urges, arc only 
'niggers" or 'coloured folk* of one sort or another, and not like 
ounclvcs. I might ansv^'cr: Are they so unlike that we can ignore 
their needs? But let that paa: let us leave aside for the moment 
(but for the moment only; e\xryone who doc* not live in our own 
continent^Europe^ Let us leave out the Americans, among whom 
alone are found higher standards than ours^ the Asiaties, tlte 
Africans, and the peoples of Oceania. And let ui^ for the moment, 
leave out the Soviet Utdon as well, because it straddles over Asia 
as well 05 EtiropCi There renmin, on the basis of 1939 popuU^ 
tionSj about 405 milliou persons, including our otm 4B millions 
in Great Britain* One continental oouniry—-Switzerland—has 
about the same productivity per head as we have. AH the rest 
fall short. The Dutch approach our level: the Irish fell short of it 
by about a quarter* In hrance, Bcdgiuin, Sweden^ Dcnmark| and 
pre-Nazi Germany averag<e productivity was^ between the ^van, 
about two“thirds of ours. In Norway 1 Austria and Spain it was 
probably above one-half. In Czechoslovakia and Yugoslavia it 
was under onedialf, and in Italy, Portugal, Greece, Hungary^ 
Poland and Finland about one-third. Finally, in Roumania and 
Bulgaria It W'as certainly not more than oneHcpiarter; and yet 
productivity per head even m these tountrics was o&nsidcrabJy 
higher than it was among most of the peoples of ^Vsja and .ATrica. 
In all, in Europe about 13 per cent* of the {Mirople were living at 
or near the British standard: about 43 to 44 per cent, wens living 
at or near half that standard, and 45 to 46 per cent, wre living at 
less than half that standard. 

Of course, those who lived at the low er standards w ere mainly 
peasants^ in predom'mantly peasant countries. They lived, some 
of them^ still on great estates belonging to wealthy aristocrutk 
landlords, as in Hungary and Eastern Germany, but many more 
of ihcm on exiguous peasant holdings, cm which they were 
■CTow'ded together more and more as population rapidly increased- 
Thcir standards of cultivation were in most cas^ WTCtchcdly low, 
and even in many cases getting worse. They had mortly no more 
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than the most primitiw ferm ImpkmcTitB; many of them wen: 
€Ontiaiml]yj and moat of them intermit Ectitly* short of water and 
exposed to actual famine when crops failed. Very few of them 
had to any wrt of mcchanipd or electrical power; and the 

vast majority were badly handicapped by hick of means of trans¬ 
porting their produce to market. Tlicre were kw railways near 
them—even fe^v tolerable roadSp Most of them had no reserve* 
of money: very many of them were in debt. Even if they had 
kno^m how to improve their standards of farmingp as most of 
them did noc^ they could not, tave exceptionally, have used their 
knowledge; for better (arming means applying capital to the landj 
^d they had none to apply- That is why the break-up of the 
great csiates w^hich occiirred tsver much of Europe mcr the 
first World War on the whole worsened* instead of raising* agri¬ 
cultural standards. There were some improving Landlords among 
the old proprietor^lhough there were many who did nothiiig 
but screw the last penny out of their depenoants: the peasants 
who got the Land, often on onerous terms of compciisattoo to the 
former owners* had no resources to devote to improving it+ 
MoreovcTp (arms were over-peopled* There was more 
labour on tlimi than could be used to advantage* c\xn in the 
absence of any sort of mccbanical appliance ; and the very plenty 
of labour stood in the way of the raon to better methods* 
Economists ^-atl the situation whidi came to cx^t over a large 
part of peasant Europe *^n.pcaled unemploymeni/ Perhaps no 
one wM unemployed in the ordinary sense of the term; but, m 
have seen, many workers could have been taken away frnm 
the land without any adv'crsc effect—perhaps even with &vour- 
ablc effect—on total output* Three wurkm could ha%ie done 
better what four* or even fivc^ were doing ill- But there was 
nowhere for the surplu* population to go. Emi^ation had almost 
^^casedj largely as a consequence of the rcstrtctkins imposed on 
immigration into the United States and other developing 
countries; and there ^vere^ in the poor country no Industrie* 
capable of absorbing the redundant population of the rural 
^utas* Industry in these countries was slow in developing; and 
where it did develop* often tinder foreign auspices, it was apt to 
the form of estiaction of minemk needed by foreign 
capitalists* or of prod udng good* for export or for the ^ snuill 
ci^ of wealthy consumers* rather than of ma^produedon of 
cheap goods which the oidinary inhabitattts could afford to buy* 
New industries set up in badevvard countrio unused to factory 
labour were almost bound, in the early stages, to be a goed deal 
less cJiicient than the mduatries of the advanced ooimitics| and 
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it did not to be a pying proposition to devdop thcin. Nor 
could it bCj on a sufficient unless at the same time steps 

could be token to ^vidcu the market by increasing the purchosing 
power of the main body of the pcasautSH The tWi thmg9^^|rri- 
cultural and industria] advance—had to go together; neifficr 
could be achieved by itself. 


The Jifids qjf the Betekwitrd Catmtrki 

What these hackv^-ard countries needed to lifl them out of their 
primary poverty was, po far, exactly the same thing as was needed 
for raising further die standard of Imng in the countries that 
were airc^y more advanced. They needed Tull employmeut," 
pursued as a national policy in each oountryj adapted to suit 
each country's special conditiom^ and adjusted to fit in with what 
being done in neighbouring areas. The essence of a policy of 
hill tmplo>Tneiit is that the State makes itself responsible for 
wining that there shall be no shortage of Jobs. In advanced 
industiifll countries this involves that the State shall sec to it tliat 
the demand for goods and services, of all sons, adds up to a big 
enough total to set all the available resources to work. State 
can do this cither by stiimiJating the produaion of ^capital goods/ 
such as i^ilwaya roads, power-stations, waterworks, fiiclories, 
ships, docks and harbours, and so on, or of durable consume^' 
goods, such as houses, or by putting into the pockets of the 
p^rcT pci^le the means of buying more food, clothing, and 
othiT non-durablc consumers* gewdi.' Of course, it is of no use 
to give people the money to buy more gchods and servim than 
can be made available for their use (for the effect coLkld only be 
to force up pricia): nor is it desirable to embark on projects of 
capim ronstmction which are beyond a country's powers. U’hai 
I »is to see to it that no produciivc raources that nra 
available are ahowed to be left unused h 

T^c principal limit on the power of a backward countrv to 
apply ^ r^urces to economic development and to raisinjr' the 
standard ofliving among its people is the extent of its depoideiice 
on ^re advanced wMlnta for madimerj', for material vrUch 
Produce at home, and for a wide range of GOnsumers' 
goods. If It seta put to dnrvelop big capital i^tjrlts, ^ch aa raUw-avs, 

i pr ^aoTia. or to improve its bnd S 

Y^tioo ^rks. It must unport nearly aU ,he plant and 
^ brmg m technican, antfaldlJed .workers from abrtSd E™ 
if native workers are emplo\>cd for all i-vr-^r.. . *1.- 

spcaalucd jobs, dicsc workers will spend i^^ir veaam 
. w d« dan«d r„ i„po„„i 


unlus the c<itintr>' is able lo itswporu so as to balance 

these demanda—which h is tiot likely lo be able to do in the short 
rtiij—ihcre will come a sttain cm its foreign exchanges—that ts^ 
on it* means of paying in foreign money for imported goods— 
'^vhich may threaten to bring the entire policy of devclopnicnt to 
^ stop. That is why back^vard countriCT bi process of eoonoimc 
development usually need to borrow capital abroad and use the 
borrowed money to pay for the cxcesi ofimporcs. As we shall sec^ 
any la^^scale policy of issmomic de^cloptttcnt in tli* backiA-ard 
countrica needs, if it U tp be accomplished withput very great 
difficulUcfl, the akl of foragn capitaJ. If no such aid is to be had^ 
desfelopment is no t unpossible; but the pace i» bound to be much 
slovs-er^ and there h no avoiding the necessity of impos^ severe 
restrictions on the bringing in of imports which are not indispens- 
able for the execution of the plan . The foreign exidiiingc procured 
by the sale of exports, has then Co be reserved for buying goods 
which are required for the plan, Le. capital goods which cannot 
be made in the country and other really indispcnsahle imports— 
3 nd none can be spared for buying imported consumers goods 
that arc not shccrly indlspeniablCr ho^^ever insbterit the money 
demand for them may be. The Soviet Union had to cany through 
its ptodigkius scheme of economic de\elopmcat in this way^ 
reserving alJ the available foreign exchange for purchases of 
capital goods and bidding consumers go short for the time being 
in the expectation of a rapid rise in standards of living as soon as 
the pains of the transtdon were at an end- 
Nalurallyi a Socialist country was at a great advantage m 
following such a policy. In most of the backward arfias^ the 
cbsscs in power would strongly tesist the cutcmg off of luxury 
imports^ of which they are the piiocipaJ consumers, tn order to 
concentrate purchasing power in fore^ markets on the goods 
required for the development plan. The richer ckaM in the 
backward countries arc £ir more parasitic and feudal in outlook 
than the capitalists of the advan^ countries. They like cheap 
labour, which allows ^h™ to keep horded of useless refiners; 
and they claim a right to buy imported luxuries for their own 
oonsurnption. Many of them regard industrial development, witli 
Its Corollary oflugher wages, os a threat to their foud^ privileges^ 
and would be ^together unwilling to scse their oountries enriched 
by methods which ^vould upset their traditional i^rays of livitig+ 
The thorough-going industrialisation of Russia could never have 
been carried through under Tsarism: the overthrow of the o^ 
ruling classes w^ an essential pTC^^oondition of success- It is, 
however, also true that it needed the stiffening of an induitrial 




prolctariiit Ifad the peaflanta Ln the overthrow ofTaaristn^ and 
to lay ihc fotindatLOtia of die new^ cootiomic syslein^ Foreign 
capitalism in Tsariit Ruaaia acted^ willy-nilJy^ as the forerunner 
of the revolution; and other predominantly peasant States which 
embark on economic development need simibrly the stifTcning of 
a body of industrial workers before they can be ready to face the 
ordcai of tiajtying ihe process through without the aid of capital 
fhom abroad. Perhaps Uic RussiaiiSt when they have had time to 
Tcbnild their own war-sJiattercd economy^ iviU be able to help 
them in this way, with skilled workcra and tcchniciafis tq train 
them^ if the capitalLsc countries refuse aid on tolerable terms. 

If foreign capital can be made available^ on reasonabk terms, 
die situation is somewhat di^ercnt^ It rematnj true that the 
feudal classes, to the extent to which they retain power or 
influence^ will be likely to obstruct the process as making for 
their oivn supenession; but their power to obstruct it will be less, 
and they will be able to enlist much scantier supports The middle 
cLasscsj and even the members of the upper classes who are not 
thcmielves direct beneficiaries of the feudal system^ wiU tend to 
take the opposite ^de^ and to look to the increase of wealth whieh 
ccanomic development is likely to bring them without immediate 
privation of imported luxuries. For,, if the capital imports e^n be 
paid for out of loans, there will be no need to restrict, or at any 
rate to restrict so severely, the importatiDn of consumers* supplies^ 
Thus, the feudalists will tend to And themselves isolated^ and will 
probably be forced to give way, or at any rate to cromprombe* 
in countries in which they still retain a substantial amount of 
political and ecDnomlc power. 

Such a sftuatloni though it can make industrialisation caMcr^ is 
by no means without disadvantages. The middle classes will 
favour economk development, but, as !hr as they have the 
power^ will twist it to sm-e thdr own ends, mthcr than the 
pcople^s. They ^vilJ w^nt to get all the profit they can out of the 
UK of the foreign capital, over and above the mterest payable to 
the lenders. Accordingly, they wiU do their best to keep down 
wages, and to create monopolies in their own interest, and wiU 
ally theniKlves with foreign capitalist groups in exploiting the 
iHOurCQ of ^etr countnes. They will demand for themidves 
large which Will senously redmx the amounts actuaUv 

applied to CG^ctive devdopment; and they wiU be Eoverned 
m selec^ the Imes w^h development is tn follow, not by the 
needs of the people but by the prospect of the profits to be deJfvcd 
from one midertal^g as against annther. Hitherto, the 

cumtUativc effect ofall this has been, in one country after another 
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io|^isidcd iRnd dcvclopmeiit^ Enterprises which would 

hive nuDit CLdvaticed the getieml economic poiitioti of n country 
by improving the peasajiis^ access to markets or facilitadng 
thmilng standnrdiS hav'c been di5ini3K:d as too venturesome ancl 
offciijig loo distant returns; and even in the field of rnanu- 
Ihctuie preference tmi usually gone to meetuiig die existing 
demands of the wealthier dlizeiis instead ai going out to firatc 
new demands by cheap prodoctioti for die general body of 


consumm, _ _ 

It ii, however^ possible to imagine conditions under wmeb 
diiE5(‘ limitations ry^uld be transcended. If it could be itiade a 
delinitc part of the pobey of the Lrconomic and Social Goutird 
attached to the new United Nadons Orgamsation and of the 
Inttmationid Bank which h to act in conjunction with it to plan 
the economic devdopmeni of die badtivard countries^ and to 
make intcmaiiojial loans possible only for approved piir|W5ca 
which would further the raising of the standards of life m these 
countries; and if there were in power in these countnes Govern- 
ments iinwj on popular support witli a will to bend deyelopment 
uito the right shapes, a gfcat deal could be done. But it is 
to burke the fiict that both these conditions need to be satitueOj 
and it wnoidd be foolish to pretend that cither of diem shovvs at 
present any prospect of being meL In the first pbi^i nciLher 
American nor British capitalists^ to the extmt to winch are 
able to influence their Govemjnents, arc likely to w wuling to 
regard the economic devclopmcol ofbackwaid ansis m any o ler 
light than as a means of making proGtabk investment or 
of goexis for tlirmsdves^ It may be true that th(^ would 
benefit most, as a class, from whatever would roost 
inen^ the wealth and produedve power of the ba^w^ 
countries atid would thus enlarge the 

dicir exports. But w^hat each capitahst will think of first will * 
not this total clTcct, but the imnaediate prospects of prom on the 
itivatmcnt he is invited to make* or the immediate chances oJ 
ptohtabk sales of the kinds of goods be js^ out to sell. 

Unfortunately, caiculadons made on thu basis wdl often rw 
directly counter to what is needed. Lndustrklists tmdeis who 
have b^n aocusEomed to seek markets in the bad^'^d coun^ 
wiU oppose die building up of native industnea which they thinJt 
will compete with their owti wares. Investor^ ^^11 prefer inrat- 
rnents width ofFcr the chance of high direct profits to 
invettments of wMch the benefits will be Widely diffused, so that 
only a part—perhaps only a small part^f the re^ return \ 
accrue to the providen ol the capital. HiuSp the mdusirialis 





Lancashire did all Uicy could to oppose the growili of the textile: 
industries in India and China; and in most countries there hai 
been no readiness to fimuice railway buitdmg in agriculmral 
areas, except where the return on the invested capiud has been 
in some way governmcni-guiirantccd. 

TAff CoTiSml fff FcTdgn CapiUl 

This meansi in effect, that if foreign capital is to be used as an 
Imcrumcnt for furthering the economic devdopmeiU of the back¬ 
ward countries, States and not private individuab or Unancial 
syndicates will have to be the principal Lenders and wiJl have to 
connol in ooUaboration the uses to w^hich the borraw'ed money 
is to be put. Moreover, these States will have to act, not* as in 
the pasl-^ as the agents of iheir own capitalist groups in search of 
maximum profits, but as members of a World Organisation with 
a dear human mission to fulfil. The lulcra of the advanced 
States will Itave to be so convinced of liie need, bi the cause of 
world p<^tee and world progress, to put an cuid to the primary 
poverty of the backward areas, as to subordinate direct profit- 
seeking to the pursuance of a common objective of world 
economic and social devdopmentj likely lo yield on tlic capital 
embarked in it a rich indirect, but only a small direct* return f 
I f we could look fonvard to having Go vernments of such a temper 
in the advanced capitalist countries—say* in Great Britain, 
France, and the United States—not only would the prospects of 
a successful crusade agamrt world poverty be bright, but also 
the whole world outlook would be changed in nearly e>ory 
rtspccL ^ 


This, liowcver, is only the first of the two condirions of success. 
Tlic second h toicrably honest, efficient, and democratic govern¬ 
ment in the backward countries themselves. None o? these 
qualities, k must be admitted, has in the past been charactefistic 
of such countries, which have as a rule been gov'cmed by 
oligarchies at ontt Inefficient and corrupt. Whether thb dtuation 
can be changed ^vrthout social revolution—whrtKrr xr w 



development. TTie existence of such 
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wnriQ social and economic 
an authority would also 


make It mucli easier to Conibat incSktcncy wittioul rausing 
ho^ciic nationalist feelings As lor dejiiocracyf nolhing would so 
surely Further its victory* in llic backwaiid countries as its real 
establishmetit in the more advanced. Thu^ here again^ the hvo 
conditioiiA turn out to be mainly one^ and the key to both is to 
be Ibund in the victory of dcmocraiic forcci in the adviinccd 
countrici. 


Pviuict and Economici 

tt tnay appear absurd to continue to ebefisb hopes of cfibc^vc 
inttmationar action in fiioc of the capenenffi of dci^oct after 
deadlock at the tnntinifs of the Foreign lliniilers of we Oreat 
Powers since the end of tlic war. It may wrem abstird. not so 
much because on one oocasioii aAer another {iindaincntal di er* 
encea have appearedn and important parts of the peace settlement 
have had to be left undecided ot pul off after fruitless wrangbng, 
but fTven more because there has been no dispemtion anywhere 
to attempt to break tlic deadJock by_ proposals for eoiutructive 
cooperation. ^Iien one Adinistcr has insisted on one course, an 
another on some quite diflicrenl solution, no one has ever ^ , 
“Gm't we find toeans that wUl give ui both what 
aiii^ing to do the job that needs domg together, instead of each 
claiming the right to do it separately in his own way? In Uie 
case of Trieste, wmething of this sort was ultimate y done; but 
CLOthing of the kind has been put fonvmd when tlie econonuc 
side of the settlement has been in question,^ it appears to have 
been an unspoken assumption of the discussioiis that, eoouomi - 
ally, the Soviet Union and the Wcslem countnea can^t wl- 
Ubontc in any constructive fiishion. ITtat is why P™P^ “ 
treat Germany as an economic unit break 
Putsdam dnisioa that thb was to be do^; and ^ is ^hy no 
tea] effort is made to lift the question of \\cstcm Gci^ny (tl« 
Ruhr and the Rhineland) on to the plane of real intcmatior^ 
collaboration in making as much of its great resources as can « 
inadc without danger of enabling the Germans to re^arm. ^ et 
i refuse to give up, without yet lurihw evidence, all hope of the 
^idvanced of the \mrl 6 realisiilg: the j 

together to lift up the backward wuntnes to a higher s^datd 
of productivity; for to give up this l^ope n to .. 

leaders of world opinion a chaige of foUy a^d *“ 
which should be put forward only on quite unroniroveftible 
grounds. I shall come back later to this gr«t questton, on wfai^ 
» much depends for advanced and backward countnw al^ 
and for the Sovirt Union and for Western Europe as much as for 
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any port of humanity. But for the momctit I am not dbcussing 
politics: I am only trying to talk pliUii oommoii sense. 

Knowledge Fails to Spfeitd 

In the foregoing paragraplis 1 have tried to set out tlie 
obstada m Uie way of an effective policy of world economic 
d^dopment without gtosaing tJicm over or indulging in wiihfuJ 
thinking Dot now, having stated them, I liope feirly, may 
I come back to my esaentiaJ point? For two hundied ve^ and 
more the wik men of the West have been devuing ivonderful 
machine^ wnuung freaJi mastcric! over the Ibroe* of nature 
pcnctmtu^ the ^ts of matter and energy, and huildimi up 
t»mple* fo^ of ecoaonuc organisation for the exploitation o? 
their wentific aeliicvcmcnts. As an outcome of all this, pro- 
enormously b Uie countries which ^ve 
knowledge! and, though 
^ 'wlvantage of higher productivity lias been 

^ wmplication of tlie art of Jiving in 

otra and a ^ood deal more lost through faults in s^ 
organwatwn there » no doubt at alJ that, tn^ese asJ^^e 
^dmds of life haw ruen very greatly for the bulk of SiSy 
mw and women. Nay. more, I venture to assert that, dcsoite 
slumps :md war. the average man or woman in ibw counnh^ 
mjoyed m recent times (excepting the most recent of all) a much 
better of happmess and well-being than at any 

peno^ the h^ry of (he world. Yct-.aiid here is the ^ntial 
jwtiu-^y the greater part of the human rare hcj temai^ 
to bis day, jf not untouchctl, at any rate uaadvantatfixlb^lw 
victories over nature, atid has enjoyed practicallv 
increasing p^ncUvity wliich th^hJve iStd 
tmmy counlnei, the standards of living have ' 

ow ing to the pressure of population in areas wher^iin *J™™' 
ha^n ^e in cHkien^y ofproduSem 

Ihis. when you come to reflect upon it i. a mf«f j- 

thing. Wc have always been told b-.r <attraonlinary 

system of W cntcroriie' is that it h ijitmfd^ '’trtuc the 
iiitematiotialiim dSEtes the benefit* of 

over all the earth. Nod.ing of thTm^i of ^bour’ 

a remote Indian or aiinesc village mav ' iT^ <lonwen of 
do the humeif in a gamnmt made of vLll 
l^ncaihire. or, more likdy, Shangir^? ffmn''l.u““*' ^ 

lif... 


olmdsi: ivholly unaided by any lupdcra teduiiqueH Hb ^ 

aj primitive and liLa produ^it as haitlly won as Jt wouid have 
been if James Watt had never pnpm'td the s team-engine, or if 
chemiatry had remained as U was before Dalton or if even 
bicycles had never been made, h has been proved agmn ^d 
^gain that the backward countries can prodm^ individuaj 
sciciitistj and tcclinieianj fiiUy capable of maslcnng tJic iti<^t 
adt^ced techniques; but whereas m the advMced ^unirio e 
results of the new knowledge ha^'e been maniii»ted in a 
levoluiion in the arts of prodnciioni clscw^here no such thing 
has come airaut. Gonsequently, the svorld as n whole rcmauis 
miserably poor despite tJie growth of scientific knowledge; and 
even In the most ad^'anced countries uiatcrbl progrw is he 
back by the limitation of markets due to the poverty ot the great 
majority of the w'orld’s CJonsumers* 


Agriadiiffol SimAanh , 

Agriculture is among the oWisit occupatbia of men hying m 
settled eo mmun itica. We might cspcct iiug? disparities ul 
ductivity per liead in industry, between men working wi» 
primitive hand implcmeiit!i nnd men who have bemme but the 
adjuncts of mighty wgregations of power-dnvTn Mchmei. in 
agricultuir, which is still for the niDSt 
advanced coimtries, in small units nnd w^th but 
equipment, one might expect the differcn^ to „ p „ ? 

slight. They are, however, in fact very great. In 
the average >-icld of wheat, in btwhch per acre, ^5 

in Dcnmmk and Holland to 15 m Roumanm and ™ ^ 
Soviet Union. It was 34 in Great Bniain, !md 33 
whereas in Italy h was only True* yield per a ^ _ 

means always a satisfactory mcamre of .**^*L'*^ 

On the contrary, the great jiraine t^ ve all 

most of the W^t tltat enters mto mt»natKin^ trade, 
vtrv low yields per acre, though their methods are highly 
efficient T^ie average yield in the United States before 
only to bushcls^IXe; and Canada 

the Aigcntine about the same, and Aus^lw tS- But ih^M 
becaus^ in there countries there was 

warn Mivii.ivf in contoarison witlt land; and it thendore pain 

much machinery, rather than to go out for a A,p (^e 

acre Ulfod. To rente extent, «tni^ ^ 1 - 

Soviet Utiloit, where there t» still no dearth of unoccupied land. 

1 Avrra«t yfelik, 193^'^ 
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CUtltAL YuUH in EimOPE, 1909-13 "TO 1933-7 tK 9 » 9 -*g^IM) 
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hut the Soviet Union has itiU plenty labow ^ wll 

though it is steadily taking worEeis out ^ 

femng them to industry, Agricultpal techmqw 

in the®Sox-iet Union, d^ite the i.^en« stndes 

made in recent y-ems. But there it .s at lc«t advan^, wh^^ 

in most of the pc^l countries it « nt .^Lri? 

such ntplamtion of low yields as 8”^. 0 ^^^ i?™hd 

countria. and to a smaller tJttcnt for the Sovjet Umon, i^atid 

for the peasant countries of Europe, with thew ™Pt ^ ^ 

popniatfons pressing on scanty lands, their 

supplies of rural labour, and th«r hungry 

fed A high yield per acre would be an “«t>^We 

them, if they could get k; but the culnvalom lack both 

kn^lcdge J!d the m^erial mearu. The smenuBc tevulutmn has 

’’'‘Sttb'Sth^wheat, so is it with o^cr 

cattle are lean klne; for how are they to te Jc^sf 

beast, alike go short of nou^ment? ^’1'* f^'^cre 

starvation breeds sian^tion, m a «noiis 
has seemed, up to now, no outlet for most of the human kinfl. 

Wiua Jfuds Doing . l- i_ .»i:iw 

Can we not make up our mii^ to nut evS 

which *13 also the supreme tragedy of niankmd-;-a t^^|f even 
wtn* than war in its total effects, because its ^ 

tinuous and it is transmitted from genciatmn 
without SSease of suffering? War is no 
laats—at any raic^ modem war; but the tnig^^y ^ 
po^u^l »orc pilbble. wh;n « .Wnk ■“ 

Europe, and still more oy inoK j _ d tuisia was* even 

ChinTare both tougher prepositwns ^an ejw w^-« 

Eastern and Southern Euro^, DK^blcm is tough is 

pnaent difficulties enough. But to ..J’jrut jt alone is 

no good reo«m for Icltmg .1 alone ^^ly 

to resign ourselves to giving up all pr '^rv ^nd disease 

peaceS and tolerably free from ‘'‘'^^.^•^urf^s^lhfoved; 
Even if we cannot achieve we b 

surely it U worth a concerted world effo . jpeial 

manffesdy within the realm of paeucable cconoimc and »cuu 

policy. 
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Or, if wc prefrr la dismiss such highfalutiti arguments and ta 
cojisidcr only our namO'Vi'Cf Kli'inicrcslj, is there not still 
a strong for dottig '^vhat avc can? We in Great Britain arc 
continually being told that we must ^^-cepoft to livc*’^—-that is, 
that v,x. must find buyers for rnougli exports to pay for the 
heavy ifriports of foodslufls and raw materials tluit \vti must 
bring in if we arc lo cat wdl and lo keep our induatrics at work. 
To whom* then I arc we to export? It is plamly to our inlcrat to 
have around us peoples of high purcltasing power, able and 
eager to buy the kinw of goods which wc^ skilled in the arts of 
mechanical and scientific production, are b«t able to supply. 
It is useless for us to ding to our old lines—cheap textiles and 
high-grade coal—in ihe hope that these will yield us the markets 
we require. Other countries can produce no^vadays cheaper 
textiles than we can; and with the steady devdopment of sub¬ 
stitute materials and highly meebanised production that dispenses 
with skilled lahouTt our old predomlfiancc in the cotton industry 
is gone past recall. Our coaJj too* gets harder and more expendve 
to win^ so that have to look more to scientific exploitation of 
by-products and less to exports of raw coaL Indeed^ to-day we 
bavcj despite our tkSil and our resquroesj no coal to export: we 
arc even short of enough to meet Our home needs. Of course* we 
must hold on to as much trade as we can m the old staple Lines; 
but for the great inCrtniM in exports tlut need now' that 
w^e are no longer the world's great creditor nation we have to 
look elsewhere—to products which embody skUl that cannot be 
superseded as yet by machioery worked with untrained labour. 

In fact, our special competence lies in the making of metals, 
macitincry, ships, power plant* railway rolling-jstock, motor cars, 
acroplancSp and other complex capita] goods which call for high 
skil l in design and eJO^Curion; of quality gootls for consumers who 
can afford something better than the cheapest—fine cotton and 
ivooUcii textiles* high<iasa apparel and oilier consumers^ goodsp 
including the mfinitc variety of knick-knacks tliat people Avant 
as soon as they can afford something beyond die sheer necessaries 
of life* We arc lost if we set out, with our relatively high standards 
and our special skill based on generations of experience, to cater 
for the needs of an impoverished worlds Both the high*wage and 
the iotv-Avage coimtries will beat m at that game—the Ai^canJ 
by mnsS'production based on their enormous home market the 
Japanoc <oiily mDracntariJy in eclipse) and other countri^ of 
the tar Eittt by then draterity m putting cheap labour to the 
moat cffcctft>c use. Otir way lies betwixt and between: our hope 
depends on the enlargement gf world markets for capital goods 
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and MMumers’ goods ofhigh quality inch as only progttssiv* 
colintliri can afTord tn buy. 

b W/rf 7 ~fcdt ofid ihi Litrifi^ 

Where can we \ook for *uch iim 
countries which are now backw^, hutj iti. iv^iS 

can be lifted out of their primitive conditions, 
capandiog markets for a wide range of 

hi&i-RTade consumers’ goods which they ^nll not be able for 
a bn^dme to manufiic’W for themself? In return, we c^ 
take ftotn these oountiies the products of ^kSr 

culture-industrial materials as wel as foo^tuffi^-u d of ^ 
mines of valuable metab which we lack at ® S^e 

expansion of the total world market 

in our standards of living; for even if tre m * ^ree 

own agricultural output tve cannot hve 

imports of both foodstuffs and matenaJs 

our interest, fully as much as it is to the {^tere . 

the backward countries, lliai tho^ealth an p , ^ 

increase. What if they do proceed to make ^ 

India is doing lo-day, many classes ofgoods o Anything 

to buy from us as much as their poverty coul * . 

we lose in this way will be much ^ upon 

greatly mcreased demand for impom that wtU . ™ 
an improvement in their national ,1,^ decay 

be pai^ of transition, no doubt. espeoaUy efforto 

of ^Id exports before i^g Seu of t" 

replace them with J d,*^Slijig5^r a manufact^^^ 

morrow. It is easy to understond the ^ . . which he 

or of an operative^ who is facing the loss VV^ miS 

has lived. But it is of no use to over sui* ^lU mi^ i^t 
do all we can to case the pains of the 

of doing this is to make all speed ive can m devising new ya 
mreting the ^ _ (ioi<|-a), Australia and New 

imported goods to a higher total value “IdfS 

with a population of nearly 400 milho Poland, 

than - ''-’f r«;ili™ ocoolc. imported more than roiann, 



of 70 millions. Denmark, people 

China, with more than a hundred tunes ^ 

All the world over, the evid-mcc u 
imports go with a high standard oflife, and , 




industrial development of a primitive country spoiling it as a 
market for the products of the advanced industrial naiusiis, the 
very reverse h the ease. 
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J^aiiond Self-sujficwxy 

It h entirely natural that thij should be so. It is no doubi 
possible for a very tar^c country, it it is possesed of a great 
db'cnity of soiU and dimaiQ and of raw matetials needed fur 
c%'cry sort of mdustiy^ to organise its economic life on the bads 
of a high degree of self-sufficiency, and to reduo: its foreign 
trade within narrow limits. lliLs, how^everp is quite out of the 
qiicstion for smaller oountriesp or even for very large countrua 
which lack the requisite diversity of home supplies. A smaU 
country always* and a lai^ coun^ throughout the earlier 
stages of development* must specialbe; for on no other terms 
can it achieve efficiency, which in many branches of pnxluction 
depends on large^calc methodfl. A sm^L country* for example, 
cannot produce motor cars economically for its home market^ 
nor can it undertake the p^uction of more than a quite small 
proportion of the wide variety of goods which its consumers will 
demand. In order to live well, it must export goods which it is 
well equipped to produce, and thus get the means of paying for 
a wide range of imports. Tills holds gCK>d for every small country 
whidi has advanced beyond a low pe^nt standard of living. 

For a big country—blg m both temtory and population—the 
conditiona arc somewhat different. Such a countryi if it possesses 
the requisite diversity of natural resources* can sum in the long 
run at an albround devdopment baaed on the idea of a near 
approach to self-sufficiency. But for a backward oountry to 
attempt this, in the short rtirip involves enormous dbadvantages* 
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and meanj tlic inlliciioti of (jreat temporary hardahipJ upon 
people. The Riiubns had lo {ace these hanbhips, because their 
attempt lo Cdiiatrucl a Socialist socic^ in a world dominati^ by 
capitalbm both miulc it iEnpoMiblc fof them tq ccppunand aiiy 
b™ fluanticy orimporti and irndcred ii imperative for them to 
aim at sclf^suflEideiicy in die iniercau of naUOTial defenoe, 
these conditions had not existed, it would have Ijern mu^ easier 
for ihcm to aim at a less %vide divcnity of indudtrbl development^ 
and to rely on paying vdth exports for the iiapo^ which the 
naiTOwmff of their Q^va productive pkuu wtiuld have made 
indispefisablc--or, indeed, lo meet pan of the cost of unp^ 
mi of forckn loans. In practice, if such a course had been 
possible without jeopardy to tlic Socialist revolution, the ctU^ 
of the Soviet Union wxmld not have been forced to go nearly so 
short ii5 they did go of essential eonstimcn' goods. 

The Soviet Uniion h probably bett^tr placed tlian any other 
country in the world^-cvcn the United htales^for o ownig 
policy of economic self-^lfidciicy: so wide the ni^c 
and of nat ural resources of which it stands pD&seaacd. 11 o 
impossible for India or Chinap^ witJi their i^tucj 
tions, lo reproduce the achicvctnenis of the 
PLina, or to cairy throi^b large-scale indus^^isation at any¬ 
thing like the same pace without extensive help from a!Maa, 
Pmctkable plans of economic development for India aj^ C^nia 
wiU have to take the form, not of self-suCBciency, but of marking 
om for rapid ad%Mcemcni ccrtiiin chosen lino of agric tu ^ 
and indusltial production and of aimijig at producing 
*ome of dune lino to pay for rapidly mo^iaiS^ 
which cannot be so easily tsoadc at liome. These req _ _ 

could be met best by some sort of 
could pve them assured markets Ibr certum produc 
ibf their readiness to purchase abroad 

they would absuln from roakmg. ft iwuld not be ditficult, given 
the WiU among the nadoos, to arrive at a (hir arnmgement^ ^d 
to work out Lm of development which would at the same time 
provide for a rapid advance of prixlucdve “?nJr 

backward countriw and ensure a great expansion of their mtrr- 

national trade. 

The Jifted for tnl/rnaHoiuii Plitwiini 

The great obstacle in the way of such 
side ofS advanced capiialiit cqi.Qtr*es,ji that 
their governing daises is apt to be based oa ^ ■ i jv.™ 

laootJSency. On the one hand, the directors of their leading 



industries are seeking additiDnal tnaricels in order to 

expand the scale oi production; and on the odier tuind every 
group of industriiUlsU wthln their frontiers cLamoun for protec¬ 
tion against compctiUvc imports. It is Ciisy enough to demonstrate 
that it is inipOfisihSe to eicp^d iotal exports \Vithout at the same 
time either admitting additional imports or making capital Joans 
to cover the excess. 'Oie trouble is that there is no way cillicr of 
seeurLiig that such loans shall be made in the required amounts 
or of <h^rtiit[ig the opposition to letting in additional imports. 
Obviously;, country can pniy for what it impKirts exr^pt with 
exports^^ and it is abo obvious tbati even if die gap can be 
temporarily bridged by bonroiving^ the interest charges—and 
still more obviously any repciyment of capital—can be met only 
by means of addilwru^l exports. Even though diis evident truth 
may be accepted in theory, counlrics such as the United States 
have continued iu practice to attempt year after year to expand 
their exports without receiving ^idditional imports in exchange^ 
and have remained unwillmg to strike bargains with the countries 
in need of cfsonomio dcvdnpmcnt where mj domestic vested 
interest has seen itself threatened either with a loss of foreign 
markeis or ^vith foreign compeiitian in the home market in any 
line of goodsp 

OoJy a recognition of the need for some sort of iiitcmaiiona] 
economic plannJngi based on the principle of expanding tola] 
world production and of raising standards of liic in the backis'ord 
arcas^ can overcome thc^ obstacles. Yet it is greatly lo the 
interest of all daises in the advanced coutilries ^at they' 
be overcomes for there is no other way of transcending the 
linutatious of die capitalist market or of securing the professed 

object of the advocates of fh:e intemational enterprise_the 

edargement of the total market on the basis of the mtcmational 
diviiion of labour.* 

If sctf-suJEcicncy is out of the question as die objective of any 
practicable plan of ccxinomic dc%'dopment for such VM areas ^ 
India and Chtnap it is even more obviously excluded as the basis 
on which development can proceed tn the backward parts of 
Europe. Such countries as Poland ^ Yugoslavia and Bulgaria can 
be ec 3 onomieally dcvx:lopcd only on a basis of spcdalSadon If 
they were to set out to produce for themselves a wide range of 


I Indudin^, of omf*. « wdt u ^ pp 

t By ili= divi^ ef iMboin b ii™i a it*u= ^ iTwhkh 

^ of wjirld tpecjaliK, in prodra wHit it eim ^ S 

*ood. » pcoduc«l thr i:fiuival«ii prodiicn of atherli^r ^ 

74 


miscdlaftcoiis prodiicts^ they Avoidtl slimd u^i cltaficc of bem^ 
able to produce: at rca^n^blc co^ti, and, so from adiieving 
an impno^-etnent Jn their gcncrral standards of living, tlicy would 
only Further impoverish their peasant populations by oompeHing 
them to buy expensKo (and probably shoddy) industrial productSp 
or to go without, lltc first place in cITccdvc plans of coononuc 
devdopment for these countries must be gi%^fi to improvement in 
standards of agricultural production. transport and marketing, 
ManuJactuHng development is also necessary; but it must be 
concentrated upon those products which can be cheaply mass- 
produced to meet a targe aud expaiisible home demand^ and 
ibcre must be a carcivil avoLdance of fkvoura to home uidustries 
whidi can be fostered only by means of expensive subaidits to 
lugh-coflt producers or of licence to chitrge exorbitant prices. 
file worst enemy of world econonuc advancement is that fortu 
of Economic Nationidism ^^fiiich,, aiming at the encoujagemenE 
of any mrt of home manufeclurc as against imports, rcsulu m the 
stimi^Uon and protection of inclTidcnt vested Lnlcrestj in each 
petty market and impovemhes, where a better poHcy would 
enridii the common people. * % c_^ r 

1 have set these Lotcmatiqnal csqnsidcnitions m the foreMOt ol 
ttty argument because it h impossible to work out a sattsfectoiy 
home policy of full employment without considering liow it 
to be htted in Avith corresponding policies in the rest of die world. 

□ujsck'ei ;ind for other ad^Tinccd industrial countn^ the 
problem presents itscll^ first and Jbremost, as that of abolishing 
unemployment, which U the scourge most present to our con¬ 
sciousness as a TtauJl of our experience between the Avars, uncm- 
ploymcntp hpA\xvcT, is not neafry the disease: it is the symptom, 
in the leas develop^ parts of the world the pme dtscaK show 
different symptoms. In Poland or Koumaniap in India or m 
China, the outstanding economic misfortune hsks brtn not unem* 
pioyment but peasant poverty and the crowding of rural popula¬ 
tion on uneconomic holdings. This "concealed uncmplojro^t 
and the type of unemployment with w'hich w'c in Great Britam 
arc femiliar are . both symptoms of the fiiilure to oigai^ the 
liA-orld^s economic resources for the effective salLifactioa of human 
needs. They are alike results of n failure to plan—of a ^fiance on 
what is mbeaUed *freo enterprise* to bring about maximum 
duclioa of wealth and of a refusal to recognise that what heo 
^nterprift** means in practice is the universal dominance of an 
uncnhghtencd self-seeking AAhidi, in its constant pursuit oi 
sectional advantages, defeats its owti eridi. Tlie outcome of this 

iSwp, 5fr 
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polic^p or bdt of policy, is the cntrmchmctit lit qimncn of 
restrictive nionopoLics masquerading In the cloak of and 

in others the dereliction of vast resources which it suits the book 
of no sulhcieody powerful Lntereii to exploits 
The objective of economic policy needs lo be re-stated m 
essentially different terms. Tlic object we should be pursuing, all 
the world over, Is the greatest possibLc cicpansion of output in 
the uitercsts of the general bexly of consumers, in such a way that 
nowhere will usable resources, human or material^ be 1^ unused, 
or knovi^kdge tmd the means of applying k be held from 
any section of the human race. Within the framework of such an 
objeetb’e, we could set out to plan sensibly our own ways of 
economic organisation and do-dopment, and our own policies 
of full employment for our gfwn people. If^ on the other hand, we 
set out to plan for full cmployincnt at boine without these widcTi 
wurld coiisideratiDDs in mind, we shall both frui to achieve the 
higher standards of hviiig which we arc seeking for ourselves and, 
in failing to help other peoples to improve thdx condidon, be 
lowing sufciy the seeds of future wars. 
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CtlAPTEn III 


THi; TASKS BEFORE US 

One oav, not so long before rhe outbreak of the second 
World Wafp I itfqj standmg on the soil of Fnuice. I had been 
tnavelJing through fertile GOuntr>^: enrlicr in the day I had fed 
nobly at the table of a fanner and had drunk the admirable wine 
grown on liis ow'n vineyard. But now I liad come to a land where 
nothing grew save a few ^dmibs and here and theie a few hardy 
weeds. AJj arpnnd me the land w-as dead—a waslt of grey holes 
and hummocks lying cold under the aftcniooti sky* Jtisl in front 
of me was one of these holes; and in il were still lyings ll3l some 
souveruT'Seeker shonid come to carry them a way, a battered tin 
hat and a rusty bayonet—relies qf the time that had brought Uie 
land Co its doom. HerCp month afrer month and year after year^ 
had Lhe Var of attrition^ been fonghc when I was young; and 
twenty years had not availed Co restore this sony' atretch of ground 
to the uses of man. The surface soil liad been blasted away: the 
uiidmoU had been churned up by shells and entrcnchnicnti 
There remained only a lifeless wane where no cifops would grow. 
As I stood there. I said to myselfp 'Tliis is war'; and then 
1 bethought me of the vast dust-bowli of America, the lost ddra 
of Arabia and Northern nAfrica, the deforested and denuded 
^vastes of Central China^ and J reminded myselT that man could 
desolate his heritage in peace as Weil as in %var, and that the 
‘making of solitude^ has been no monopoly of the war-tnntkers^ 
cither in recent history or back in raan^s chequered past. I did 
not say to myself then, but I did laler^ 'How mudi of Europe 
will be like this if there is another war?^ 

How much will, in twenty years' time frotn now? We have had 
Qiir scoond World War; and oow it is dme to begin counting the 
fost* War, as we moderns have leamt to wiigie it* b spec taciiLir 
in its destructive force. With artillery* w-ith rodtcl-projectUes^ and 
with bombing ain^rafr, and at the last with atomic bombs upon 
cities teeming with people, wc have mastered the art of rairung 
down destruction on a scale that is sheerly terrific. Flora Giicrnica* 
where the Nuih staged their dress-rchcarsal, to Stafingrad and 
to certain districts of London and other Engfrih towns the horror 
lias passed to who know's how many cities of Gcrmanyi upon 
^vhiii has fallen tlic retribution for the Naais’ misdee^. The 
fumed industries of the Ukraine and of the Ruhr bear witness to 
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fhh appalEn^ power. Burst darnf, flooded coimtiy, broken power- 
ItationS;^ oDai-mincs filled with watorj 05 well as ruined towns and 
bumt-out villages mark the tracks of receding armies which hove 
'scorched^ the earth when they could no longer hold it as masters. 
The dykes have been thrown down in HoUandr the harbour works 
blasted from Sevastopol to the AtLintic coast. Oil-wells and coal¬ 
mines haw been set burmng; forests have been fired; bridges and 
viaducts have been brokenj caiiaJs destroyed; ahipa torpedoed or 
bombed and left to bum. From end to end of Europe the reek of 
dcsmictioti has risen up. 

Men, women and cKUdrctij as wdl as things, have been oflerrd 
up for sacrifice on this altar which b the world- And yet it is 
astonishing how human beings have lived on amid the rutm^ save 
where deliberate mass-murder has entered into the destroyers" 
plan. Even the Foies are still a people^ though among them mass- 
murder has pLiyed a ghastly role. There are stUl Germans, to 
constitute a ‘Gcmian problem/ even where the bombs l^vc 
falkn thickest by Ruhr and Rhine. To ahattcred. towns^ villages 
and steadings all over Europe the people lia^-e been coming back 
—except where they have not been allowed to come back. In dty 
and country the>^ have Ijeen seeking the means to re-buOd thdr 
lives. How^ great a task awaits them.^ How great a task, let us 
enquire first. In a purely material sense? 

I do not profess yet to be able to number the returning people, 
or to count the sioin* Nor do I profess to be able to add up W 
bill of ph>Tiical destruction, so oa to say hovr much the Na3;iB 
would ovi'c us in reparations—LI' they could meet the account. 
In neither cose do I know, nor can anyone yet fully know, the 
facta. But we do know enough to get some impression of the 
diaracter and scale of the problem that ia now* being faced—or 
not faced, where, as in Germany itself, the means of lacing it ait^ 
not in the people^s hands. ^ 

The destruction is \asL—that is plain enough. But how much 
of it is irreparable, on the Imb of our exisLing knowledge or 
because Uic task of restoration would be » immctuie in relation 
to the possible raults as to be clearly not worth whiJe? The bss 
of lifc| indecdji IS absolute^ and so are the matminff of bedv and 
twisting of imnd and the distorted agr^stnictiur of pcoS that 
have lost a lai^c part of the best of their potential Icadm and 
worker. But u, maienal tons, it b reasonable to hope, tfie 
los»s aie numdy of sufih a kind as can be made good. givS time 

^ facing the 

of leconstTOction It is astonishing but true that, dsS all 
the blastmg and scorching and flooding and bying Sere 
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is liltk that h comparable, in its lasting effects^ with what man 
hai done in peace in the dust-bowls of America or with the 
murdered earth 1 savv about me that day on one of the derelict 
battleFidds men [ought over continually, year aAcr ycar:^ during 
the first VVorld War* 

WTiat men have buUt and battered down men can rebuild. 
'l*he recoiiatrucrion of all the blasted cities^ villa^s, farmsteads^ 
bridges^ ports, dams, power-stations^ and other edifices that have 
been burnt or blasted may be a labour of Hercules, but it is 
a labour which men kjimv tolertibly wcU how to set about. There 
is nothing impossible in it, beyond the sheer ma^piitude of the 
opemtions It requires. It must take time—considerable time— 
and faith; for without reasonable faidi in the future much of ii 
may seem not worth the cRbri, But, in time, men can do it, if 
Uiey have but the faith and the persistence to ladde job. 
Nay, more: they have the capacity, not mcttdy to rebuildi but 
to build all much letter and more serviceable than it wafl« ’VVhat 
man cannot do, with his present knowledge, or at any rate 
cannot yet do without effort disproportionate to the result, is to 
restore fcrdliiy where the soil is gone, or bid the man-made 
desert blo^m 03 the rose. 

Thf Two Wars 

What I saw in France was the outwmc of the %’ar of attrition^ 
—of years of trench warfare, with hardly a shift of the ImH. It is 
such warfere that leaves the land ruined irreparably 1 or at least 
bcyotul present renovation—just as It has been left elsewhere by 
mcn^i thriftless abuse of the powers of nature- The second World 
War, in comparison with the first, w^as a war^ of movemciit. In 
many ways it w'as even more destructive; but it has, I hope and 
beheve,^ borne more hardly, in. the realm of things, on man-nu^e 
than on natural wealth. Cjlgandc as the tasks of reconstruction 
arc, they are for the most part hut doing over a^n what men 
have already shown their capacity to do. The main difTci'encc is 
that there are such hosts of things needing to be done at oncCp 
and done by men w^ho- arc tired nnd, after spendmg years of 
fevcrisli energy m puUitiig things down, may run short of the 
energy and the courage that are needed for building them anew. 

The difficulties arc formidable; but they arc mainly economic 
and politkal, not natural or essentially suporhuman. State the 
problem, providonaLLy, in purely economic terms, and state it 
ibr Furopc, though of course it exists for Asia on a hardly less 
formidable scale. Europe, w ith depleted man-power, will have to 
accomplisb a double task—to provide simuillancousiy for its 
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tmmndiatc neccsntKS and for its futUR. It n<;<^fLl to ‘invest’ in 
ne^v instjumfinij of production on an unpruedented scale, and 
at the same time to provide for the needs ofeumrnt consumption. 
Of course, up to a point, this need to invist as well as to consume, 
and to do both out of the cunetit output of the people, is nothing 
new- for capital resources could nn-cr have accumulated unless 
the peoples, or some of them, had consumed less than they pro¬ 
duct. VVhat is tiCM' is the scale on which investment is urgently 
required; for the peoples of Europe—to say nothing of the rest of 
the world—^are note focing the need, not merely to make good 
the annua] wastage of means of prc^uctioji and to set aside a 
small surplus to provide for rising population and an improving 
standard of living, but also to good the enormous dcstruc-* 
lion of past accumulations which war has brought about, and 
even, over and above all this, one hopes, to help the backward 
areas, in which there was too little capitid equipment before the 
war, to raise their standards and to take their place, as economic 
equals, in a new comity of peoples. 


What Happatfd in Riuth 

In more than one respect the task which faces all Europe is 
sii^pilarly like that which 6ccd Rusk on the morrow of the 
Rcv'olution, In the Russia of 1918 the old economic order had 
broken down utterly. ITie output of industry had been reduced 
to a mere fraction of pre-war output . The transport system was 
in chaos. Even agricultural output had fallen sharply, and the 
slaughter of livestock had been, and was still, proceeding at a 
disastrous pace. It has been estimated that by 1910 the ind^trkl 
production of the territotry of the Soviet Union had fallen to less 
than one-fifth of what it had been in 19)3. The following year 
when over vast areas the crops tailed and liv'cstocfc were JdUed 
on by millions, there was laiiiinc in many parts of the country¬ 
side as well as in the towns, and on all hands the imoctidinE 
downfall of the Bolsheviks and the dissolution of all Ruida into 
sheer chaos were confidently foretold. The tasks lacinE the 
peoples of the Soviet Union seemed more than men muld 
attempt; death ftom starvation confronted many millions Yet 
out of this ah)™ the Soviet peoples climbed, not without techie 
sufrennE, but intact m a community and with strength and hone 
renewed. What was done m revolutionary Russia can be done m 
Europe-but not without resolution ^ courageous WershS 
or without united effort, tt-hethrr it «m with ItS 

^e^ wdl depend, not only on the unity and re«jlution of™ 
^oplra of Europe, but also on the help they and others wlm oS 
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in a ILkff dUm^ fhjm those parts of the world which are in 
a podiion to con^ lo thcLr aid. 

I'Tie probltr ni that Tacts lk now [i, of course, upon a fas greater 
scale^ It involvTi all Buropc, [DcJadLng the: Sovkt Union ; and 
there are parallel problems in the Far and Middle East and in 
Africa to be faced at the same time, Tn Europe alone it is a 
problem* in trrma of pre-^var popuhrioiii of a quarter of all die 
world*® inhabitants, and of ihc most densely populated of the 
world's continenu, Europe^ without the Soviet Unionp held in 
^hout iB| per cent, of the world's men and %vonicn« 
cmivdcd upon 4 per cent, of the vvorid^s land siir&cc; whereas the 
Soviet Union had 16 per cent, of the land anGi, and hut 8 per cent* 
of the world^s people. 

Tht IVortii and Ilf Pfop^es 

Ihc world in ]9')ni just before the outbreak of warp, had about 
^ t^STmlTtroo mhabUants^ among whom the people bf the Uniird 
KTugSom accounted Ibr fewer than i per cent. Comiderably 
more than Iialf the total population lived in Asia, where two 
great countriea— Chm .i and Indb—Avith their dependencies con- 
tf^ed nearly 40 per certt^ of the w^otld^s uihabitaats+ As for the 
t^t, Europe, inclutlin^ the Soviet Union, had about 26^ percent, 
of the totalp Africa had nearly 7 J per cent.. North Asnerica about 
per cent-, Latin America about 6 per ccnt-> and Oceania less 
than half of 1 peT cent. 

Asia, excluding Soviet teniioty. contained 53 per cent, of the 
world^a populaliont but only onc-hTih of its land area. As against 
diiSp the Soviet Union had 16 per cent, of the land area* but only 
8 per cent, of the people. Europe, excluding the Soviet Union* 
crowded its I per cent, of the svorld's population cm 4 per cent, 
of the land area, whereas Africii's 7i spread over 

nearly per oetil. of die land- North Amcricit occupied, with 
per cent, of the people, nearly 15 per cent, of the land, and 
Latin America, with 6 per cent,, over 15! per cent* of the land. 
Oceania had per cent, of the land areSi but only a fraction 
of I per cent, of the world's population. Tivius, m crude tcona of 
land area, the densely populated contments were Ei^pe pd 
whereas America, cSeeania and Alricaj and the Soviet Union, 
ap^art4 to haw plenty of rixmo for their populations lo grow. 

Such a measure iSj of course, verj* crude; for much oi the 
t^rth'a surikoe b waste Lindt mcspable of cultivation at the 
present stage of human kno^vi^e and eaterprisc. Thera are vast 
desertak-watericss, or nearly wiiterlc&s, regions almost empty of 
inhabitants—there arc remote regions svhich no attempt has been 
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nude to open up: there are ixopical jungin undeared and ice- 
boimd terntorire vt'hich repel retUement. Moreorer, there are 
peat tmeu, once fertUe, which man has reduced to dererv by 
improvident use of the of nature—thc African oornbnds of 
the andcot n-orld, the dust-bowls of North America, the dc- 
foreitted tvilda of China, and many more. It is imposatble to say, 
with any approach to accuracy, how IsuTge a part of tlic carth‘i 
surface is pcrmimcntly outside the pale of effective human use. 
Too much depends both on the advance of sdentifre knowledge 
and its application and on the sheer pressure of popubtioii 
towards areas hitherto lightly populated or barely popubted at 
all. The nineteenth century witnessed the opening-up ofilic vast 
continental areas of North America, the development of Aik- 
tralia, New Zeabnd, Argendna and South Africa, and other 
extensions of the cultivated areas of the world W'hidi faldfrrd the 
predictions of Mai thus and his successors about the pressure of 
popubtion on the means of subnitence. We are witnessing now 
the rapid development of Soviet Aria and of certain parts of 
Latin America; and wc have a«n the cultivation of wheat in 
Canada, thanks to hardier new varictiGS, pushed further north 
than would have been possible a generation ago. Wc cannot 
prophesy how much of the earth's surbec science and migration 
wU open up for dcvciopment, or bow intensively mankind will 
icam to use areas which have hitherto seemed uscfiii only for die 
rough grazii^ of a few hiU sheep. What wc can say is that certain 
parts of the earth are already grossly ovopopubted in rcblion 
to their inhabitants present scientific knowledge and means of 
developing their resources, whereas there are other areas, such as 
the Soviet Uoion, which are clearly capable of providing for 
a rapidly mcreasmg popubtion at a ridng staudani of life 
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Margin qf Cultwtitian 

The ncareic approach to a rdiablc cstiimte of the porcloo of 
the carth^j lurCace tluit is at preaent imbLc by man for cultivation 
rather* that would bc^ if it wm opened up and dcvdoficd 
with the reaources available at the pr«ciit stage of scientiik 
knowledge and technique—is that of M. K. Bennett of the Food 
Research Institute of Stanford Unh^eisity, CaJlfontlo. Accqrdiitg 
to diii estimate^ the cuItlViUcd area over the wtMrJd aTT'wholc 
could be more than doubled, from abemt 3 joo*ooo square miles 
to nearly 8 millions. Even this larger total would represent only 
about 15 per cent* of the world's land surface; and three-quarters 
of the additional area wt}u!d be in the tmpical* and Ofuy one- 
quarter in the temperace seonc. Well over 40 per cent, of the 
total land surCice of the earth is either too aria or too cold for 
crops^ and nearly as much again is not arable from other causes* 
It ts desert, or mountiiin, or tundra, or waterlogged beyond 
present hope of drajjiage, or—this but a small part—built over^ 
fhe remairung 4 per cent, is pasture lEind that coidd be ploughed 
upi but there is no reason to suppose that the result would be 
advantageous. Of oounei some of the 81 per cent, of land tl^at 
punnol be ploughed for crops; can be used for grazing, and some 
b so used; but it would be of no advantage to attempt an 
estimate. Good grazing lands are scorcct and poor giving hsnd^ 
plentifbl at the present stage of knowledge; and that is nearly all 
that tan be said in terms of the land surface of the world as 
a whole* 

If we take only the temperate zone, we find that about 8i per 
cent- of its total area is at present under arable cultivation* 
^d rather mere than 5. per cent, ii pasture that could be 
ploughed. CK'er 48 per cent- is too Cold or too and for crops, and 
^ further 35 per cent. Is net arable from other causes- Only about 
si per ccjit. ii a^^ulable in the temperate zone for extciuion of 
the culdvaEcd area withont trenching on cadsting pasture land* 
Even this 3I per cent, extends to a miOion square miles* and 
would mean an addition of two-fifths to the land now under 
culiKaticn. But there is, theoretically at any rate* room for a 
much greater extension of the eultiv-nicd ara m the tropit^ and 
sub-tTopiml zones* where it would be scientifically possible to 
increase the area under creps by nearly aco per cent. 

It is not, of coursCi suggested itiat tiicsc increases are likely to 
become aciu^, or that it would be desirable to nuike them so* 
There i% room Ibr a very la^gc increase in w^orld food produedem - 
^1 without bringing a single additional acre under ctilth-adon, | 
tncTtly by improving the stJindards of &rining efficiency on Lands j 
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aln:^y m use* 'Ilierc art tnoniiDtis difTcrence^ m the tHicicncy 
oF ciilth'atioii at present in difftrcnl affecting the quality 

as well as the quantity of crops and aba of livestock. Mottover^ 
much of the best farm land now iii use k at present ctiLdvated by 
methods which prod ore a high yield, not per acre of land under 
the plough or in use for pasture, but per wiorker employed, 'fhe 
great wheat-growing cotmtries which prmcipaUy supply the 
Ti^-orld market—the Argentine, Canada, Australia, and the 
United States—all show low, and even ^ing, yiel^ per acre, 
not because they arc less elBdently faimcd than cauntnes with 
higher yields, but because, where land has been plcndful and 
labour relatively dear, It hits paid best to farm tiknsi^y rather 
than inl^nsmfy^ using little bbour per unit of laud and aiming 
not at a large pop pp acre but at a low cost of production per 
bushel. As against this, most of the peasant countries are much 
shorter of land than of labour, for which the scarcity of induatriat 
employment affords few^ outleu. Even where they show^ higher 
yields per acre tbati the great prairie countries, they secure this 
yield by a prodigal application of man-power, helped but little 
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by nmcliincry or by modtrn tdcntUic knowledge. The con- 
M^uenoe is thAt, even if their yields per acre are higher, their 
standards of living are imniciisoy Lower than thoee of the prairie 
So many mouths have to be fed off the land tliat few can 
live welL Indeed, often there are more workers living off the 
land than arc needed for its cultivation even by the 'labour- 
intenaive^ methods that are in use: w that tf a part of this labour 
were taken a^^'ay, there ivouJd be no need, even with unchanged 
agrlcultund methods, for the gross amounE of produce to fall olf. 
Up to 1914 this pressure of population in the pc^asant areas used 
to be appreciably ndict^ed by effllgradon, especially to the 
United otalcsJ But dace then tmmigradon into AmericiL has 
l)ten very greatly restricted by imrnigration Jaws; and America 
has pTacdcally stopped ab^rbing the surplus peasant populatioDs 
of Southern and Eastern Eumpe. The lesult has bc!^ not only 
to aggravate the population problems of the peasant countries^ 
but also to prevent them fiioin improving ihctr standards of 
culdvadon, both because labour has been too plcndfuJ to be 
profitably rcpkced by labour-saving machinery and because even 
the more enterprising peasants have been too much irapoverished 
to afford the higher capital expenditure which Lmprov^ methods 
of cuhi\'ation require. 

fViTFiUj^ Oftd fVdJOfff Pfi^iicti&n 

We have seen in the second chapteir of this book that, by the 
Standards by whicli we are accustomed to measure poverty in 
Great Britain, the vast majority of the world^s inhabitants are 
desperately poor. It is not easy to compare standards of living 
between populations existing under widely different conditions, 
both of chmate and of custom and soda! and econoraic structure; 
and no comparison of this kind can have more than the most 
broad and general significance. But, whatever standanl we take, 
the difFerencca are so great that there is no mistaking their 
importanoc. We have made use already, in Chapter II, the 
esumatea made by Colin Clark in his book, 71f CmdiUsm nf 
Bcojtomk Progress, Clark attempts to wiork out, for all the leading 
ttiuatriea, a oomparatK^c table of "real incoine^ per bead of 
population—that is, of average purchasing power over gpotls and 
services—round about 193*- Accord^ to his calculadons only 
three countries in the world had in 193® ^ higher average 
standard of living ^han Grc^t Britain. These three were the 
United States^ Canada, and New S^landn Two others— 
SwitsjcrJand and Argentine-had about the same icandard as 
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Great Britain. All the rest were bvver, down to an awraise 
Lneome less than rpne-fifih as large in purchasing power as the 
a^'eriige incline in ihU oountry. The three coimtries with 
standards higher than the British contained less than 7 per cent, 
of the iiS^rld's population: the CDuntrics with lower standards 
contained imore than nine out of every ten of the world^i 
inhabitants. Moreover^ nearly eight out of every ten had an 
average standard of living less than half as high as the British 
average: three out of every four had one only a third as high; 
and over half had one Leas than one-£fkh as Jngh^ 

We know wfdl enough how many families in Great Botaini 
and how much higher a proportion of the children, have been 
living in conditions which social investigators dcHiribe as con¬ 
ditions of ^primary poverty/ involving serious malnulrition^ bad 
housing, and dq3rivation of most of the atnciutks of life^ Even If 
we m^c the fuLEcst aJIowanoe for dHTcrcncc of needs in different 
climates and under difFcpent conditions of csistcjtcc^ there is no 
escaping the meaiiing of these figures. The world* despite all the 
wonders of sdentific advance and mechanical progress^ remains 
desperately poor, llic tiimnphs of technical discovory and skill 
have so fex meant noLhing* in terms of better liviag dondiljons* 
to the great mass of mankind: indeed^ sometiincs they have 
meant less than nothing—actuol rEtxngnasion instead of advance. 
Even the richest country in terms of average incomc^thc 
United States—has its millions of negroes and *poor whites' atilj 
existing under conditions of absolute poverty. Every advanced 
country has its quota of slum-dwellers, improverished throw- 
outs, and, usuaJIv, underpaid peasants or nind workers* As 
against thus, nearly cmy poor country has its few rich men— 
great Eurcifsraii feudal land-owners, Indian rajahs* Quriesc man¬ 
darins, native capitalists and w^ar-lonis* alien settles from 
wralthicr Slates* But we arc dealing here with broad averages* 
which always and everywhere define in sufficiently dear t^ms 
the li%mg standards of the great mass of the people, 'flic world 
I tepcat, despite ail the advances made In human akiU and 
knowledge, remains desperately poor. 

It ii necessary to «i«8 this obvious truth because m«t people 
ttt tins and otha relatively advanced comitries babiiuallv Kre 
It in their social thinking. In reading much that is tv*rittcn about 
gnomic questions one migh t suppose that the problem of pro- 
ducuon had al^y b«n and that it remained onl? to 

abou tsjia IS cs^cd ‘M employment.' and a better dis- 
mbotiou of wlial^-ould be produced under conditbns of 'fuU 
employment, m order to achieve reasonable plenty for everyone. 




Yet thia 13 far from bcin^ true rven of our own country — Great 
Britain^ and it Is even furthEr from bfutig true of Europe^ and at 
a sia^j^rering dLulanoe from being true of the world as a whole. 
To think arid act sw if it were true is sheer absurdity. It would 
be absurd even if we were such nationalists as to care only for 
our own people, and not to give a thought to the rest of the 
world- It is damnably absurd when it is regarded in that way, 
noi only because we ought to care for the well-being of ail men^ 
and not merely of our own people^ but also because it is 
Increasingly drHkull for any one country to pit^per when olhers 
with which Ic wishes to exchange its products are sunk in deep 
poverty, and not merely Ekely but certain that, in many areas, 
poverty will breed unrest and endanger the wnrJd's peace- 

The GffKiith qf 

The total population of the world has approximately doubled 
during the past hundred years, and is no^v about three times as* 
Jaige as it was two centuries ago. The rate of mcreajc has been : 
greatest in the newer oounlTies^iri North and Latin iWcriip, 
and in Australasia; and it has been smaller in Asia and in Africa 
than in Europe, where "populaiion has more than doubled- "pir 
population of the New World has been swollen by immigration, 
mainly Europe; that of Asia and Africa has been kepi down 
by high death rates, especially the heavy rates of itdant mortality: 
that of Europe has rben more tlian the world average, despite 
emigratioOj mainly because death rates, and especially liuaDt 
mortality rates, Iiavc been shaiply reduc^ in ihe economically 
developed countries. 'VMicn war oroke out in 1939 the world ^d 
an approximate population of 2,170 rnitlJonE, as compared W'ithp 
perhaps, 900 miihoos in iBoo and ip! 7<5 milhons in 1850* 
Between 1900 and 1939 the total rose by about 560 millioiu, 

Eor some time at any rate diis trend is likely to eoutinuc-^ No 
doubt, m Great Britain and in other countries of Western 
Europe the populaiioja is likely for a time to but this tend¬ 
ency wtU be much more t offset by the increase of population 
elsewhere. The League of Natiom publish^ in 1944 a forecast 
of European populations of which use will be made later in 
discussing the British outlook. 1 The accompanying Table sum¬ 
marises these forecasLi. It has, of course, to be borne in ttund 
that the estimau? do not pretend to forest w hat the populations 
of die various countries will actual ly be in 1970. They are simply 
projections of pre-w ar tendcjiciea, makmg no allowance for war 
casualties or for other effects of war conditions, and, of courscp 
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baaed on the pte-war tmitorics of the various countries. Accord- 
ingly, even if the pre-war trendi mrt to remain unaltcpedi the 
actual Cdurie of population movciiicDtif would be bound to 
diverge considerably from what h here set dowu^ Some countries 
already have different Jrodtiers: there have been and will be 
movcmctits—in some arcai very exten^v'e movements—aemsa 
frontiers as a result of the war. And the casualties, both military 
and civilian, have been vridcly different from cxmiitry to country, 
It is nevertheless worth ut^rving that, whereas there is a marked 
tendency towards further increases in popuJation in Eastern and 
Southern Europe^ as W'ell as in the Soviet Unioni all the other 
areas in Europe show a tendency to dedme* and that this is more 
nmrktd in Vfetem than in Central Eupope^ The Soviet Union 
apd the Baltic States now incorporated in it, even without the 
other territories that have been added since the w'ar^ will, as far 
as the forecasts hold good^ liave by 1970 38*6 per cent, of the 
total population of Uic whole area of Europe and Soviet Asia, 
Ueavitig out the Soviet Union, we find that, on the same 
assumption, the percentage sJianci of the remaining regions of 
Europe wilJ change os follows: 


PiltllWT ASro I^OCFECnVl' lySTKMUTVXi (W POPULATIDT^ V* 

C^trAl . , 

Watcro . 

* 

Sjhiih-weiicro , 

XofU^^votjeTn ^ 

Thus, the Western and North-western groups will fall firom 
nearly jj per wki. of the total to just over ijB per cent,, whBr 
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jfthe Eastern and South-western groups will rise from 4a J per cent, 

■ to well over 46 per cent. These changers arc not seriMtlonal; but 
‘\hcy are signiheant, especially In view of the existing agrarian 
over-population in the East and South- 

I Th^ Pfodmli&7t ^ Cfnals ^fiir igtS 

How arc these increasing populatJons in the economically roorc 
backward areas of Europe to find a<kt|uate means of livingi 



Ou£Ai, PaooueTOjrt w thx U»mu9 KncOoCw^ Fjiakci, 

C^iuuiimr AMD Noam Ahuuca (1909-1^ ^100)^ 

especially in of the destruction which lias been wmiight 
during the war in most of the countries concerned? Let ua begin 
by considering whal^ happened after the last war in respect of 
agricultural ptpductbn- Only in 19*5 or 1926 did European 
Cereal production as a whole r^ain the average level of the 
90 





























































ytm before 19x4. This if approximately tme* itvbcthcr the 
Soviet Union ^ left in or out of the calculation.. AcrtoalLy^ 
Eastern Europej excluding the Soviet Unkin^ just reached the 
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pre-war average level in 1936; Western Europe nearly reached s* 
19251 only to Jail back badly in 1926; the Soviet Uninn reached 
it in 1925 and Forged a long way ahead of it In the foIlDwing year. 
Over ^ the after-war period the dehdt in home i^rodnction wajs 
being met by greatly increased importi of cereals ^om outside 
Europe. AAcn' 1936 European production increased further. For 
the Continent as a whole (excluding the Soviet Union and the 
United Kingeiom}^ total production of cereals and potato« was 
about the same on the average of 1925 to 1939 as it had been 
from 1909 to igi% and was suhstantialJy higher in the 'thirtia^ 
when it averag^ over 1^500 million quinti as against about 
1,400. This, however, was not enough to provide for the increase 
in population^ and supplies per headi indiiding importSp remained 
smaller than before the war* and included a huger proportion of 
potatoes. For livestock no such detailed figures are available for 


the entire continent; but in 1925 the total Livestock population 
(eadudtng that of the Sovkt Union] was not appreciably larger 
than before the war. TTtcre were rather more horses and sheepp 
but rather few^cr cattle and many fewer pigs. It is a safe gencralisa* , 
don that over Europe as a w^hole agricultural produedon per head i 
of popuUdon was substantially tower for a fuil tea years after thct^ 
first World War than it had been before 1914. Indcftclj it probably 
remained lower right up to 1939. 

iTie general facts about ceral production after the last w'ar 


Imdicza or Woiu.ia Pacfu^crwi ako Taads (1913 ^idq] 
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are shown in ihc Dbgfam on page 90, and details m 

shown for the tlircc mniu areas in a separate Table. It u much 
harder to present any picture of what happened to industry 
producddii. The l«st general itnpression can be got the 

mdex numbers of world produirtkjft and trade compd^ by the 
staibtlcal sccltpn of the League of Nations. From them ts derived 


the Table on p. 93* ■ > . * i ^ 

This Table includes agricultural aa well ^ indiistnal produc¬ 
tion, and b designed to give a general idea of the pace of 
development after tlic first World War m different parts of the 
world. It wUl be seen that bi 19^5* seven years after the end of 
the war, production per head of popukition had just caug^ht up 
with the 1913 level In Western Europe, but was still behind in 
Eastern and Central Europe, In the rest of the world* oa the 
other hand, there had been a sharp mcr&« hi productioo per 
head, espcdfllly in North and Central America and in Asia and 
Africa. < 5 ^anla and South America had advanced much less fast; 
but for the world as a whole production had gone w-ell ahead of 
the increase iti population. World trade as a ivhoJe had just kept 
pace withjMpiuation; but there had been a considerable faU in 
Europe of«t by large increases in North and Central America 
and in Asia. Here again ELitstem and Central Europe made the 
poorest showing. 


Coai Output o/lfT igiB 

Coal and railway goods transport arc two of the best mwurcs 
of general fsoononne activity' over diort periods. Unfortudately^ 
the tiatisport figures are so complicated by territorial changes 
that no valid comparison betwwn pre-war and post-war years 
can be made. Goal is simpler; and in the Diagram on page 97 
1 have given the pjst-ivar output of coal in a number of tile chlcJ 
producing countries as a percentage of the average output in the 
same areas from *909 to 1913. That b to say, where a coatGcld 
was transferred frnm one country to anuthcr as a result of the 
viraTj its pre-war output Is reckoned as part of the output of 
the county tq which it was transferred. The geneml trends 
of production arc in this case upset by certain major disturbances 
^he British coal strikes of 192 [ and 1936^ the American strike 
of 1934. and the French occupadem of the Ruhr in 1923. These 
disturl^nt^ Can, howe%'et, catily be allowed for. It wiU be seen 
that American output after the slump of 19a i continued a long 
way above the pre-war level. Germany, intent on making up for 
war losses by intensive development of its reraalnitig coalfields, 
forged well ahead after the ending of the Ruhr crisis. France, 

^>1 


Atarthig with severe dklaCiidoQ^ developed steadLly—of courscj 
with a much smaller liapadiy. The Soviet Union, begumiiig from 
;i very low levels aep^d^d rapidly^ but had barely exceed^ the 
pre-war average by i gaS. Poland^ hdr to a part of tlic Sdeabu 
coalficLd, followed a dicqucrcd course, interfered with by 
political disturbances^ and otdy just regain^ the pre-war araa^ 
in rgoG. In Great Britain^ the pre*\^i^ average was exceeded oiuy 
at tht height of the Ruhr troubles in 1923; and even apart froiu 
tlic effect of Strikes the trend was definitely downward. All the 
figures could have been made to look less favourable by taklzig 
the peak pre-w ar ycari 19131 as a bosis^ instead of the avefage of 
the years igop-13. It can be seen from the datii ^ven in the 
Table bow thus wouid have affected the general picture. Sub¬ 
sequently to the Ruhr occupation the combined coal output of 
Cermojiy, France and PoLind was each year above the average 
1 Icv^l of the pnc^i^var peiiodj whereas until 1927 the output of 
these three countrieSi plm the United Kiagdotn, reached the 
prc'iwrar level only in one ycau-j 1914. 

Eevnome dtid Finnmaf Dis!&cciim 
Thus, in industry ns \vell as in agriculture, reco^Tcy after the 
first World War was a protracted affair. Vet there waa^ betw^een 
1914 and jgiS^ no such wholesale desiruedon of industria] assets 
as has taken place during the European War of 1939-45. The 
effects of bombing in the first World War were ncgfigible; and 
bombardment and othei^ land fighting spread destruction over 
a comparatively small area, mainly in ^Igium and Northern 
France. Over most of Europe^ the diificulty of iresuniing produc¬ 
tion at the pre-war level %va5 due, after 1918, much less to direct 
Vi’ar damage than to the deterioration of instruments of produc- 
tion outside the war trades, the failure to make renewals or new 
investments in capital goo^ and the sheer dislocation of inter¬ 
national economic relalions, which caused artificial scarcities of 
ntce^ary implements and materials ^r which the countries that 
needed them were unable to pay. Disorganised currencies^ ^em- 
drives partly a symptom as well as a cause, reduced the inter¬ 
national purchasing power of many countria to a wreichcdly 
low^ lervc^ and speculation in foreign exchange everywhere 
aggravated the difficulties^ We have come to kiiow already that 
the fixing of external values^ even on a temporary basis, for the 
currencies of countries liberated from Naai occupation pnesenta 
very difficult problems; and still greater difficulties arc bound to 
arise when the milxUiry arrangements arc relaxed in the defeated 
countries and the new GoN'cmtnenls of the liberated countries set 
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IP work to pul t^icir financial holism into order on' mDre than 
a temporary footing. 

To these finandal prpblcitu ii odded^ on die present ocoiwn, 
the sheer datruction that has overtaken induatp^ over a large 
part of Europe. M 1 writc^ there Is still no posaibiUty of measuriiig 
this d^lrucdon. It ii^ of course, grcati^st of all m the Kuhr and 
other areas of \Vcstem Germany^ and in die Ukrauie and other 
industruil areas of the Soviet Union which were devastated by 
the Narii before thdr amdes withdricvi\ In the latter case the 
work of reHoration has aheady begun but those who have 
krtowledge of it appear to agree that ihs sheer physical labour of 
rebuilding the deftroyed industrial capacity of these regions is 
bound to take iuc or seven yeii^ bovi'ever mtemively the task 
may be let about. Tiie great Ihuepcr datns are being recao- 
stmeted: the entire system of electrical power, on whkh Soviet 
indmtrks depend, has to be refiuhioiicd- Much plant that was 
removed by tM RussLuia, with quite astonishing i|^ and rneigy, 
bc&rc the Germans could reach it has been brought back. But 
a great deal has been lost^ and to get the whole complex indus¬ 
trial strviciuie of the DoUp die Uonetst and the Ukrome ivorking 
again at pre-war capacity ii bound to be a tremendous piece 
of Ubour^ 

In Germany^ as 1 write, the wnik of destructJori has not yei 
come to an end—for plant b FtHl being rentoved as reparations 
and factories deemed dangerous as potential reariAiuiieiu pointi 
sue being dkcniuidcd, and nothing has been done as yet towards 
rebuilding. Indeed, the entire future of German industry has 
still to be settled; and until bm^ dodsinm have been taken on 
poUcyi WT cannot know what will be reconstituted and what left 
flerelict as presenting a jwtenttal danger of war. This entire 
prohkm wtU be dhcutied tu m ^er chapter, and I do not wish 
to anticipate any of the omiclmioni of the d^usiion now. \vWt 
must be observed here Li that prc-wnr German industry provided 
» Largie a part of die whole i^ustrial equIprcicDt of oonUnentaJ 
Europe that the dixappearance, without rqiUocWnt or re- 
erection elsewhere, of any substantial part of it ts Ixnmd to 
impoverish ihc entire continent, h does not, of course, f^ow that 
oli the drstro^Td productive capatdiy must be trinstaied nreciidy 
where it used TO be* or indc^ tn Germany at all, iTint is a 
quolwm to be cltKuped taSrr in (hU boot \Vlint I am lavina here 
it thac the dertn^ capwly ntust be replaced rommAirr. where 
there » reatonahk hope of it bcttig effeeUvely used, if all Europe— 
and pot tP^y Gcimiuiy—is not ip suffer a reduction in its 
standards of liJc. 

9B 



ShuTt m EaToptxm Pf&dMfhn 

In order to appreciate thu^ k k enough to glnncx at the 
Diagram and Table on pagn 100103, whidi show how Large iviu 
the pre-war German share of total contincfitai producUon of 
a number of the most imporumt industnal oomnioditicj^, frain 
coa] and sted to ort^cioi icxtilct, motor oors^ and merchant 
vessels. There arcp of coui^p as can be seen {rom Uic Tuhlep many 
commodities in which Germoziy did not occupy an outstonditig 
posttioa—for example^ many of the nonTerrous uietaLi, petrobunx 
and wQoli bulj as OKunat thU^ there are many manufkaturing 
industries in which Germany has been pre-cmiiirntp, but com- 
pomlive daLa cannot l?e given. 

Tht Rist of German IndasUy 

^rhia vast industrial developmenit of Germany is oF co^n- 
paraiivcly recent growth. Gcrmaiiy was a Jong way behind Great 
Britain in adopting the new techniques which followed upon 
man's maslciv of the working of metaJj and of the po wer of itcaniii 
France and Belgium, as as Great Britain, woe in ihete 
rrspccti a long w-ay ahead of Germany r^bt through the first half 
of the nineteenth century. The Germans w-ore skilled artifiocri, 
w-ith a traditional cxcellcnoc m many hand ppscssa: th^' had 
their anebnt merchant dtiei and an ciiabliihed poutkm as 
traden along the land and river mutes that linked Europe with 
the EasL They possessed many hondicrafLsp but {actoriei, in 
the modem sense; and even after the development of the Gertnaa 
Zollvcreiri, or Customs Union, of i& 34 i cronomic growth w^ai 
much hampered by the lock of politick unity. By die 
part of the movement tov^iudj political unification, induitrhu 
development was taking a modem form, strongly cficouiag^ by 
ambitions leaders ofibe Pmsaism State, who acted under ^ 
mfineticc of the theories of economic pAtionaJiim assoaated with 
the name of Friedrich List, A special itimului was gi™ to the 
pioducdon of iron and sted as a bosk for inlCMve industnal 
development;; and stiniulus became stron^r with the ntminca- 
lion of Alsace and Lcurame after the war of 1870—the more So 
bccouic the disdArcries of Gilchmi Thomoi ajid others mode k 
poBiblc to u.£ the phia^ric oi« of Lomiiiifi tn majunctioii 
Htih ihe Ruhr txwl as a fountUticn for the production of cheap 
itecL From the achkvement of poliiioiJ unity in 1870 GcrmaJi 
ioduitriaiUm leapt ahead; and by the early 'nineties Ccraumy 
producing more «cd than Great Britain. With cauaofdinary 
rapidity, iheGcrman Reichadvanci^ from economic backward- 
ufst to the very front rank amofig industrial oounlncSp making 
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vast stride^ in euginccjiiig aftd dcctrieity and chenaicabi as 
as in sttcl and coal, and 4howiii| a reowlwblc capacity for 
appropriating a pH applying intermvcly tlic sdcntiEc discovcrici 
of the whole world. The traditional craft skill of the Gennani, 
their meticulous scholarship arid methodu^ habits of arrange¬ 
ment and clasilicationp were successfully turned Qvet to the 
cultivation of modem industrial techniques based on sciencoi and 
their central territorial posi tion in Europe >s'rts of great help lo 
them in fostering in more backward countries compIcnientJOT 
forms of development which gave them not only markets but also 
sources of materiaJs which wfere lacking upon their own toil. 

This astonishing material progress would notf indeed i liavc 
been possible had not Germany been rich in the natural resources 
which are needed as a for the metal and chemical industries^ 
In the Ruhr, in Saxony, and Ux Silesia the Germans possessed ri^ 
coaliidds suitable for meiallurgicaJ use* 'Fire Lorraine ore deposits 
w^ere ricli and abundant. Potash was available as an essential for 
scientihe agriculture. The skill of the people would have been 
Unavailing in the absciice of the ijidispenaablc natural resourc^ 
above all, coal and irou—on svhich tie industrialism of the same- 
tcenth century was mainly based, ^nnany was an ar^ naturally 
suited for mdustrial development; and, even if the_ personal 
qnaElJtt of the Germans are left out of the reckoning, U is plam 
that Europe would be impovciished if. for any reason, ih^ 
abundant natural rcsourc^t or any large part of lliem, ceased to 
be effectively used. 

In tay-ing this, 1 am, I hope, begging no question. I shall discu» 
later the ppoposab put forward for disraembenng Germarw m 
such a way as to transfer the qwaiersliip of a great psirt of the 
natural resources of the pre-war Rdch to neighbou^ Stales* 
Of to some form of international admintatraiion. rlcre I am 
insisting only that in one way or another the great rr^UTOT o 
Germany should be used for the becefit, not merely of the 
Geimans, but of all Europe and indeed of the whole world. 


Ettr<}pe*s UnAer!fipid lUsvum^ 

No doubt, there are considerable undeveloped, or grossly 
undcr-dcvclop^j naturai rewurets in oth^ piirt* of Euro]^ 
for example, m the Balhani. some of th^ re»iirco hart 

begun to be Inlctuivcly developed for the fint tmie by the 
Germans as a sourec of essential %¥ar siippUcaL No doubt too, 
modem scientific dcvrlopment of sufasumte i^tcnal*^ M 

artificial textiles and pbslks, It^ opened up wider 
industrial expandon in areas deficient m mineral we ^ 
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mcrins of creating large natiw induatrics baaed on htiportcd 
materiats. 'ITicac possibilittc-s, hmvcvcr, have not done away with 
the itdportance of the basic material: of industry as h devdoped 
during the nineteenth century. Coa] and iron may be less indis- 
pcusablc tlian they were as foundatrons for developed industry in 
a particular country: they arc no leu esicndal to the industrial 
a^ievcmcin of a whole continent or region. The tiemcndou* 
advont^ made by tlie Soviet Union in recent yean have rested 
on coal and irem only a little leas—Ijccanw of petrol and hydro- 
dectncily—than the earlier achievements of Great Britain 
Genn^y, and the United States, Coal and iron are still the bask 
requisites for nigh achievement in I lie arts of peace as well as in 
those of waj". 

We have, then, ahead of us immense tasks not only in rebuildinK 
a shattered Europe, but also in dcvelopti^ much further the 
resources whidi are at our common coramnnd, » os to achieve 
something approachmg a eominon standard of civilised livtnv 
over a much wader area than before. Tile task ofrebiulding wh^ 
hM broi broken cannot be severed from tliat of buildmg un 
what has never yri mme into being in the less developed ai4a oT 
Europe-^nd indeed of the whole world, We have n^merdv to 
j^tore but^ to diffu^^o achieve a spread 7pSSe 

j knowledge thrnughout the regions 
v^ich luivc hiihcrlo laroed behind; and, in order to do U>« 
effc^yely, w'o have to think, no Jonger on a narrowly national 
basis, but m ter™ ofcconpmk and social planning w-hich needs 
to transcend national frontiers and tp extend sometimes over wide 
r^ions, »mct^ over whole continents, and sometimes over 
all die eanh-llic ideal, a universal diffusion of the achieven^nts 
of science and of the most consummate arts of production amonc 
all the peoples, we can hope to app^ach only by stages; and w 
must beware of pitchmg our immediate objectives to hkh as trt 
reject what tan be done soon because it falls short of^ bnrer 
hopes. We must proceed with the task as and where wc ^ 
seizing every chance that offera anywhere a proaoect of 
standards of living that are behind the plain possiSuti J md^f 
promoting common action among the peop^^S 7,^ 
narrow nationalism wliich has done so J ^ 

W. .Ml p. »bole .4 

simply, or even mamly, as one of puttinir back J^Pi, i!?“ 
destroyed. ITiat ^^ou]d be as fooliT 71 
dtia, .lubx and Jl. iratcad nf pbZij* .hm 
W an anaM p«ca ar TCurilf In die'world StU th^TOrSi 
p~pl» and Uanr ™lc„ |h.„ .Wali„n Jlli4“to 


muioELaX, or inipciialiat, terms to tiiittkiiig of the coincdoii 
problem of makioi' the b«s of the whoie of the productive 
resources that are at mcn^s command. To ui^ this is aot to 
suggest that onl^ production matter? or that tltcrc are no other 
values in living or none whicli an indiscriminate indtistrialism 
may not menace and destroy. There acci of ooursCt other valuta 
of the deepest human iniportance \ but no one who looks squaiely 
at the Eicts can doubt that sheer poverty^ on i^'ant of 

knowledge, on bad economic and political organisadon, and on 
inertia^ is an efieiuy against which, m peacc^ all decent men arc 
Under a to wage relentless war, or that the achievement of 
higher living standards ov^er a lar^ part of ^e wwld is an 
cs3entiiil for the prevention of misery, the prooiDtiDo of happiness, 
and the cstablidimeiit of fcciinty for the people of tlic woridii 
Nor, I think, it be doubted that the evils of povcrt>' in the 
back^vard areas are greatly aggravated by the contrast 
what has been achieved elsewhere, or that the impact of the 
economically advanced upon the economically backw^ard peoples, 
in the forms which it has mainly taken hiUiertOp h^ tended to 
destroy the old Foundations of living without putting m their 
place any nciv foundations on which tlie backward pwplcs has^ 
licen given a chance to oonstnict a new' Ikshion satisq^g to their 
impulses or compaiible with ihcir happiness. 'Iliis can be alteiTO 
onl^'' by goifig much further, and by acting in a different spirit- 
Industrialisatjon in backw’ard areas has hitherto made progress 
only where It has fitted in with the needs and notions of capi talis t 
interests in the ^^-anced countries: it has hari^y wr been 
planned in relation to the whnts and aspirations of the backw'ard 
peoples. It is our task now to Eicc the problems of ccoimmic 
reconstruction and new construction, as consdtutmg together a 
single problem, in the spirit of common use of the resources at 
manldnd's command for the promotion ofoomiaon sta^ards and 
of a Conception of human happiness which stops short at no 
froiidcrs, and no Ipngcr jud«« of men’s needs by colour of 
ihcir skins, or by what they have actually had to Uve on up to 
the present time. 





PART TWO 


CAPITALISM. SOCIALISM, AND 
THE ALTERNATIVES 





CHAPTER I 


SOME LEADING IDEAS: CAPITALISM. 

fascism, socialism, and economic 

DEMOCRACY 


The present sectiok is devoted to an atialyais of pertain 
ideal;, or bodies of doctrine, which to-day dominate our social and 
economic thinking md form the main snbjcct-inrvtter of political 
and social controversy. VVe have been in most of the 

ad\‘anced countties of the worlds under an economic system 
kno^Ti as Ci^iUdism. Tliis j>Ttcm has been imataaingty challcDgcd 
by the advocates of Socialismt who have been actii,^ly carrying on 
their propaganda for more than a century and have now for 
more than a quarter of a century held power in one great country 
^thc ^viei Union- As I write, they has^ recently won a parlLa- 
mentiiry majority in Great Britain p The partaiular kind of 
Socialism prolessed by the Socialists of the Soviet Umon and by 
considerable numbers ebewhere is called C^mrnumsm^y- name not 
neWj but harking back to the femous Cmmurnst Manifest dravpi 
up by Marx and Engels in 1B4B. The fear of Sodalifim, and still 
more of its Commiiiiist form, was one of the forces responsible for 
^e"rise after the Br^t World War oT Fascism, which conquered 
political povver first in Italy in tpaa and latefj in the somewhat 
diftcrent form orjYa^irm, or "National Socialism^'' in Germany, 
and spread thence to many other countries. There has been much 
dispute whether Fascism and Nazism are to ^ regarded as 
merely forms of CapitaHsm—that is, of capitalist oountcr- 
revolutioi) against Stsdalism and deniocrac>'-;-or as constituting 
a new type of social system essentially difierent from both 
Sodalinn Capitalism; and this question^ill be discussed in 
due cdutbc. For the tiinc bcingT we may set it aside. 


Swiaiisin, Indwithitdisiti 

Sodalisnt stands, in most people’s mitids, first and forest for 
the public ownership of tl»e essential means of production and 
dist&timTTliid for dicir planned use tor the common bcMfit. 
As agaLdst thU, Capitalian stands for ptii'^^pwnenliip and for 
the incentive of private gain, which, its upholdcn contend, ^ 
in feet serve the scncral interests better than pubhc ownership* 
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At this point, the issue becomes crossed with another. Many 
advocates of Capitalism proftss themselves to be Indiuidi/ittistt and 
denounce Socialism and public oumership as teaditig/hbnb true 
democracy, but to serfdom and to the Servile State, ITiey maJo' 
tain that private ownership and the puis.uit of private profit are 
necessary to the preservation of libcm as well as to the produc¬ 
tion of the largest practicable tofaTonvealth and income. On the 
other hand. Socialists aiguc that public ownership and planned 
use of productive resources for the common benefit will both 
increase p^uction arid enlarge liberty. Socialists join with the 
less reactionary Individualists in daioundng the abuses of 
monopoly and restriction on output which arc agreed to exist on 
a large scale under the actual conditions of modem capitalist 
oman^tion; but Socialists go further in regarding private^uvner- 
s^p of land and large-scale capital as oorutitutmg jn itself a form 
of monopoly which is bound to produce anti-social effects and to 
rotrict not only output but also the liberties of the great maioritv 
of the people. Socialists, equally with Individualists, cbim to be 
fricitdi of liberty, but regard the "Servile State" as an ,iot 
description, not of Socialism, but of Fascism and Nazism which 
have been its most ruthlcsa and determined enemies In addition 
tht^ Mwer thejjidividualists who defend Gapitali«ii in the name 
of individual bberty by saying that in fact Capitalism iws been 
more and more an affair of huge trusu, cartels and 
fin^cial combmes which exert over the lives of ordinary men 
Md women mi authority that ought never to be allowed to rest 
m irresponsible hands. 

Tims there cidsts, intermingled with the struggle between 
Capitalism and the struggle between freedom and 

monopoly vested in the bands of certain Umited capitalist etoum 
But. where^ for the Socialists this is a battle against 
monopoly, based on pnvatc ownership of the larec-scale meaT^. 
of prcxiuctiott, for ^e Individualists it is also a^itlc acainst 
monoMly, wind) they claim is no less inimical 
Erccdom of the common miui. 

C(^ficHng Idtas oj 

Nor can we ignore a third battle, which aiiderl±« »«fk *i 
oth^tiie battle o«r The IndSduahnJ^h^^thCT 

profess to stand for IJcmocracy. identify it wifk .u - l ^ 
man to do his best 

on the part of iJie State except for the 
property rights. Property they do invoke the SmJ.” 


freedom Beyond that, they look a^xtnee at State mterven- 
tioii IP the economic field, most of Uieiti accepting the greater 
part of the interuendon that has been sajictioncd by long usa^, 
but opposing any extension of its scope. Democracy, on this 
showing, is mainly a matter of the formal equality of men before 
the lau% and perhaps ofaJl men's right to take part elcctorally in 
choosiog persons to represent them in a Parliament or assembly 
which may exist side by side w'ith other State organs not con¬ 
stituted by popular vote, and should in any case have only 
limited functioTis, especially in the economic sphere. 

The Socipllit idea of Democracy is quite difl 5 srcnc, Soeialats 
mean by Democracy that the whole power should Enally reside 
Tn the whole people iind the actual pow'crs of government be 
exercised* as nearly as possible, by the people's noimne«. 
hold^ moreover, tluit Democracy exicnm to economic as well ^ 
to poUdcal affiiirs, and that the division of society into econornk 
classes, diflering widely in wtalth and in the power that goes virilh 
is inconsistent with Democracy* They demandj in the name of 
Efemocracy, if not economic rauality in a strict sense, at all ^en ts 
such an apprc^i to it as will suthcc to eliminate dass-divisions 
based on InequaUty of possessions, and in particuLor both large 
unearned incomes and Targe Incomes dcri'iiTO from the ownership 
of land and capital goods. Socialism, tliey say, impHcs a quite 
different system of economic relationships, and excludes the um 
by one man of his economic power in such a w^ay as to exploit 
anaibcr. They denounce the W'l^e^systcm, as it esdsts under 
Capitalism, as constituting exploitadon of tlib Lmd, and they 
wdsn to substitute for it a soCLal determination of itneomea based 
On seTNiice to the community instead of on th e hiring and firir^ of 
labour and on its remuneration In accordance with cxpcctatioiu 
□f the profit to be derived from its use. 


Econotnic Impmalism 

There remains yet another ASiOrd, or idea, which nrust be 
brought into this This means primaniy 

the mk of a Stale over peoples besides its oivm, and particularly 
ill modem timej the r me of an advanced capitalist State over 
backward aubject people*- Socialists regard Imperial™—or 
ictmmic Imptmliim, a* it is often called-as a character^ 
development of Capitalism ai an advance stage. Lajmdesenb^ 
it as “die last stage of Capitalism,” and aigued that it was the 
mean* iVfiereby the capitiOisH of the developed wnntncs 
tained their appropriation of ‘snrpto vafuc m fece of the 
tendency for the profits to be denved from exploiting their own 
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peoples decline. In other worda^ he defined Imperialism as 
that atage of capitalism at which the capitalists sought to extend 
their marketi and sources of Hiaterials in Cice of the hmitatiem of 
both consuming power and resources in their home oomitrics. 
Sofdalista lay sErcss on the importance of the stn^ic for colonic 
and for sources of exploitation as a cause of wat, and on the wrongi 
done to the less advanced peoples in the use of their resources, not 
for their own benefit, but for that of foreign investors. As agamst 
this, upholders of Imperialism argue that in fact the native people 
benefit by it through an increase in their produclt\t: power and 
through an advance in dviilsation which acrompanlcs economic 
development. The more hberaJ among them put forward the Idea 
of ^impenai tnistocship^ on behalf of the native races, and 
represent coJonies as leirjtories still unfit for self-government, but 
advicing gradually towards it under the tutelage of the imiirial 
power. It is hardly denied that imperialist rivalries, and especially 
the claims of the ^have-not’ ooimiries against the "haves^* have 
been among the sources of international dispute; hut in general 
Imperialists play down the desire for empire m a cause ofw^ar, or 
at any rate draw a sharp distinction between beneficent empirea, 
which will accomplish great things if they arc let aJoncraxid 
gr^y "aggressor"’ States, which covet the empires of their 
neighbours from amUter motive of aggrundisement. 


SoiTK VUal Qfcef/igfir 

In this section^ we have to take the words and ideas which have 
been iuinmarily set down in the preceding paragraphs, study 
their growth and meamng. and consider w'hich of tlicm promise 
well or iU for the world"! happiness under the conditiartB of to-day 
and to-morrow. Do wc want lo advance towards Socialism as the 
Russians have done, or perhaps In diflerenf wavs more appro¬ 
priate tp our national condidotis; or do we wish to continue under 
Capitally and, tf so, what can we do to correct ks abuses of 
imperialist exploitation and monopoly power? Can we mnolv 
wnic off Fasci^, now that m Italy aiKl Gonnany, its mkiA 
strongholds m Europe, and ^ in its Far Ertstem hoTO. Tanan 
11 hu been ^ten m war; or have we stiU to fear its rocnjdcro^’ 
perhaps m diff^nt even to welcome its resurrection, if 

we ^ » minded? \^at are we to say of die case of the Indiri- 
dualists, who argue that we are tending toivards the Sonriu 
of w^ich they teu us. Socialism and^ FaSS 
manifestations, ea^ «t on crushing the individual 
colossal power of the 'totidttajifln Slate? Do we stand 
cracy, or against ,t; and. if for, what U the contew 
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DriiicNjracy for which iitand? Is it mcttly a matter of fonrot 
ct|iiality before the law and of the right XQ vote -or does it uivoh'C 
the whole question of the clii 5 S* and incorne^stnictiin! of society 
iuid of the coononile as >veil as of the political rclattona between 
mmi and tniin? 


Plartj, (ff jVff PiiuL^ 

These are the basic questions; and they ^e all mised up 
another, which is cotK^ed in tenns of social machinery, rather 
than of fundamental aspirations and values- Do we W'ant a 
plawiedf or art society? Efe we ivaiit to plan our cc^nomLO 

activities^ so as to get rid of unemployment, and to decide ecu- 
icetively what to produce and broadly how k h to be distributed- 
Do we want to plan our way^ of living-^he dcsi^^n of C 4 ty and 
country, the pattern of education and cfivironmciit, the s^pc and 
airangcmcnt of our social services, otir food supply from the 
standard of nutniiv'C valuc^ and the rtsL^ t. t_* r 

Or ratliCT, to what extent do we w^ant to plan these thing^pTor 
plan them to some extent we clearly must, and have tMO doing 
in the past? Indeed^ this questioit of '^Hmv much?" arises ev'ery- 
where; for it is quite posHble to answer some of o^ urgent 
problems in less than aU-or-nothmg tennsH For csamplcj a man 
who wishes to naiioiialisc the coal-mines the railways docs not 
necessarily wislt to natioaalise everything el^. Nor does a 
man ivho ivants some element of democracy necessarily want 
democracy unqualihed in every splicre- There are many who arc 
unwiUing to dub themselves as eitheir one hundred pw cent* 
Sociaiiits or one hundred per ccsit, IHends of Capitalism or 
Individualism. We shall have to consider not only merits ol 
the rivTil ide.i3 and ‘-isms^ taken wholes, but how far we are m 
practice free to pick and choose, as many who c.'dl thcmselv'p 
Liberals in politics are ur^g us to do. It may be that we^^e tn 
a porilion toLbavc as cdccticaUy as we ple^, chnoai^ hits out 
of each sv-stem to make up a social mnsatc of our o wn, ^ it may 
be that there are limits to such nunglmg of plans on 

dilTerent social nhiloaophiea and scales of value. But, if there arc 
limits, what are they? How' wide* or narrow, is our practical 
range of clwice? This questinn mo w must csplorc^ 

VVhal must not do is lo tako as such fbr an «d 

which can he pumicd- Plimniiw,, m itseU;. iJ not aid but a 

mcan*-and not a moansmnyanng 
~ chds; Wiax, if we mean to plan, shad we be planning 


ticmicaQUJ ends, >vmii, U we r , “ 

for? Sme ideas of social organisaticn involve much Pi¬ 

ning than others. We shaU need lo plan as much as the of 



social organisaiion and purpose which wc accept require iu to 
plan—neither Jess nor more. Wc shall have to pjaa in auch ways 
M will subserve our pnrposeSi and in no other ways. Ptmna^ is, 
in effect, not a riwil theory of social organisation, but a nicchan- 
isu) of which those who favour rival kinds of society will make 
use more or less, and in different ways. 


T 7 tt /Eire of Capitalism 

Let us return then to the battle ofidcas and sysicms from which 
yve set out. Capitalism has many fbmis; but ^ways and cvcry'wherc 
it implies three things—mdustrira and oommerda] and financial 
enterprises carried on at a relatively advanced level; private 
ownership of tJie instruments imd materials with which these 
businesses, or most of them, are carried on; and the employment 
of wage-labour on a sufficient scale to constitute a working^ class, 
or proletariat, dearly m^ked off from the class of capiu&ts. It 
is, of CDurae, not at all inconsistent with the existence of Capi¬ 
talism that there should exist, side by side 'irith loige-scde 
industry «npIo]dng wage-labour, a great number of smal l enter¬ 
prises—fanrn, workshops, retail stores, and so on—employing few 
or no hired workers, or that some industrieii and services should 
be in the hands of the State or other public bodies. When one 
characteiites a social system, one goes by its predotninant cbara(> 
tcristics: one not expect it to be all ofa piece. ITie 
Capitalism in ha developed forms is the predominance oflanns 
scale Industry employing wage-labour under conditions of private 
ovmership which make profi t the Icadbig incen tive to production 

Capitalism, m this sense, came in the course of the eighteenth 
»id nineteenth Centuries to a position ofwoHd-widc infitictice and 
authoniy. It established itself firmly in Great Britain, in France 
m Gcfinany, in the United Stales—in aU the countries which 
amved at a ^atively high level of economic and nodal develop¬ 
ment; and Its rise was usually aooorapaniod by a mduS 
donocraiimtion of the political machinery of society throwh the 
disuse or destruction of mauy forms of aristocratic privilcEc the 
pension of voting rights to larger aud larger proporS*^ of 
the people, and the establishment, where they did not exist 
brforr on an aristocratic basis, of porliamenlary- insatutionTfor 
the TOntrol of^vemment and legislation. &3des the countries 
whi^ be^me lliorougi^ .^pit^istic, there were others. uT^iv 
less mdmtnally dewloped, in whicl* autocracy and feud£ S 


agricultural and harxdicrafE eoonomy. Such Wfia the iituA,lioti in 
Russia up to the rrvolutiorw of 71 aiid such^ In n ocuuiderably 

dincTcnt way, has Jap^ remained p after its very rapid mdustriali' 
sation in the Jailer part of the last centuryp right up to the preset 
time* On a different foatlng stood the more primitive countries 
which had nndergone some form of partud industrial develop^ 
numt under the auspices of foreign capitalists, usually ynth little 
or no cfTectj or with unfaTOurable effect, on the living con¬ 
ditions of the main body of their inhabitants^ In such countries 
even in thoK m v^ich there had been (as in India) some g^wth 
of native Capitalism—chc capitaJiat 'sectori e^icd within the 
setting of a society not merely pre-capitalist In ita essential struc- 
tkire and mstitiitions but primitive^ so as to present the atrong^t 
contrasts^ Ccmntrics, or teiriloriest belonging to this eatery 
must be described not su capitaHstk hut as subject to a large 
measure of capitalist control. 

The Esseidial Feattires qf Socie^ 

Wherever Capitalism has esiisted, either as the predominant 
System in a country or as dominating certain essential parts of the 
system, Its characteristic featnres have been (u) the employment 
of wage-labour in rebdvciy large masses; (i) the developtneiit of 
Ebrms of joint ownership of the means of pn^uctioa by compani® 
with large numbers of shareholders and bondhoMeni; a tend¬ 
ency to pasSp in one industry after anollierj ftom a state of violent 
competition towrards one of combmation and, where pmccieables 
monopoly^ (d) a tendency for the average scale of prodnetion to 
increase, but not so as^ save in a fcw Itidnstriw (and in theK 
nialnly for technical reasons), to ehminate relatively senaU^st^e 
enterprises, which havCi on the contraiyi shovim a retaarkab c 
po%ver of survi\'al and of fresh growth; (f) the determination o 
the volume of production and employment by considerations 
of (OTCCtcd profit, on the part cither of each businm acd^ 
separately or of a number acting together m combination; (/) the 
grovrth of systems of commereial and industrial credit operated 
by privately o^vned banks and finance houses revolvmg round 
- ■ ■ wth wide powers to regulate moncta^^ 

ted tendency to uistability i^ated not* as in 
tics, primari^ to altemations of natural 
tioc'but to some inner compulsion of the 
f; and (h) strained relations between capi- 
pressed largely in a struggle on the workers 
the rights of oomblnation and collective 
to UK these rights for common protection 
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some sort of central bJ 
conditions; a marl 
more prinutivc sodc 
scardty and abuodai 
capitalist system iticll 
taiists and workers, cx 
part first to achieve 
bargaining, and then 


and advanwnient by both indiiatrial atid political itieatia. Every¬ 
where the rise oFTradc Uoionum has been a second factor, over 
and alwve the desire to oontrel market condttioiiB, tm|KJJing 
capitalist employers in the direction of coimnoti action and giving 
them an added interest in oontroUing the State as a means of 
keeping the control of it out of the hands of the working-class 
movement and its political a U je* 

Under Capitaluin, it is the capitalist, individual or collective, 
as in a joint stock company, who setiics what to produce and 
whom to employ, He ttiakc^ these dcciiions in accordance with 
hU expectations of profit; and he must do so, because the penalty' 
for decidiog on any other basis would be, sooner or later, bank¬ 
ruptcy. Of fxfuise, the firm that has resources behind it, or can 
get credit, may sometimes produce at an expected loss in oulcr 
to hold Its labour force, or its customers, together; but it can 
afford to do so otdy if it expects conditions to improve, and in 
aoco^mcc with its long-run consideration of what is likely to 
pay best. Expected profi t is the pivot on which the entire system 
ti^s. The expectation may be wrong: losses may in fact be made 
whm profits w^ hoped for. But that does not affect the point, 
whim m th^t m -each business^ and therefore over capitaliat 
mdmtTy as a w hole, expectations of profit arc decisi ve in settling 
the levels of production and of the employment of labour. 

Moreover, the capitalist selects his methods of production 
WT-thm the range of choices open to him. He settles tvhen it will 
pay hun to put in a new machine that will displace labour and 
tauje more capital to be used in conjunction with less labour in 
die processes of production. He decides when to invest capital 
m new means of production and to appeal to other owtiere of 
capital to join with him in putting up the money. He decides 
to ic^p plant os cbipkur—or has the bsuc decided for him 
by his iMbihty to work the plant at a sathfactorv profited 
even so, it is he who decides at what point to dose ii down In nil 
these matters the capitalist is, under Capitalism, the decisive G^re. 

Who is ^ C&pitidisf? 

But who is ‘the capitals,’ who makes ah these vital determina¬ 
tions? He a. for our pre^i purpo«, tlie man, or die 
men. with whom re^ the power of dedskn m cach^SaS 
busin™, or in combmatjoiis of busuicase* u-ii,-™ 
pmvexs have been flooded ovw to so I - 
individual films. Tlu^ 'capitalist' in 


of shareholders, the vast majority of whoia no re^ part in 
deciding PH business policy^ The oTtVner of capital who mvestf 
tnoaey in a new^ Issue of shares may no doubt be helping a 
bmliirss to get started^ or an cxi5iiii|f busmess to expand; but 
much more oa™ he is withopt any inBaence on the course oi 
production — for trvea if he had not bought the shares, ^nic 
financial house which had underwritteq the issue woi^d have 
taken them ovct and the resuk would have been the aauje. 
The purchaser of a acoopd-hiiod share in an existiiig contra 
piain^ exert*^ a* such^ no influence at all on the enurse of pfoduC' 

tion and employment^ In genend, the shareholder la simp y 

claimant to a share in the profits, and does nothing excep 
receive his dividends when they accrue,^ 

Thu, of courae, docs not apply to a shareholder, or a gwup oi 
shareholdcn, having a controOiDg body ofshaKS ui thc^ 

Such a person or group can uic its power lo appoint the acu%e 

dircctorsatid to drtcnnidc the policy of the btutness; 

busincajei are controlled cither by such active groups o 

holdas or, in their absence, by dirt^ors or *nanagen 

usually in eSect ttspoosible, unless things go veiy 

to nobody except themselves. The active contmllcrs g t,*,- 

ness are quite a tiny group among the many ihouftan * o 

boldc« thSy ai snj^ to rep^t. The active 

smaller businesses are much more nuoi^us, but are 

cases free only to decide what line to foUow in face of 

policies which they have no share in detcrmmmg-^h(^ s^l« 

over their heads by bigger firms which coniral 

material or their markets or even the conditions of production 

and sale they are to observe. 

TJu CojisM/rtitifln of Capftttl _ 

'Hie devree of wdcentradojv of economic pojvtf Car¬ 

talism dlfTcrs greatly from mdustry to industry, t^ti ^ ^ 

in tW indiSrie. in wW* Sin .o^ 

Seir o^STSSy i^g « h ab£ 

crush them out- This may happen concerns, finds it more 
to produce wact a profit 

profitable to keep up Pf’'^,^irwboleofitsSmpctitors' trade, 
lower them in order to capt^c the wnow oy» l- 
Cigarottes have long provided a ootoble example- 


Lai]ge-Kalc_bu3!ncss« and nnalUscaltr bvwinnw^ continue to 
ciijt side by side, wen in the moat advanced capitalist countries; 
oor is diore any ^£n tlint, even if the size of buaJnessn 

continues to increase, the larger concents uill drive the snudlcr 
out of the marlcet. There is, Iiowcvcr, every sign of n double 
tendency towards the concentration of poiver and the weakening 
of the force of the Competitive principle. Control over economic 
poh(^ tends to £dl into the hands either of big concerns which 
dom^tc [^ticular lines of production, or of financial groups 
which dominate the producing agendes, or again of cartels or 
trade assoc iatbos which enrorce on nominally independent busi- 
nesses common lines of action design^ to limit competition 
ilicsc tendencies operate intematiouaJly as well as nationally, in 
the ^hetes of raw material supplies and of the heavy industries 
pankuWly; but in the lighter industries competition still retains 
much of its vigour outside the home market. It becomes, howevxr 
to an ii^reasing extent a competition rather between ’otganised 
national groups, each backed to some extent by its owTi Govern¬ 
ment, than between individual firms. 

In most spheres, prices arc no longer left to be settled by the 
hilling of ail unregulated market. They become mattets for 
deh^atc choice, the results of poUcies deliberately adopted bv 
big fir^ or assomooos, so that it becomes more usuaL Ui manv 
lm» of busing, for output to be adjusted to prices than for STicis 
to be ^justed to output. There are of course limits to this tend¬ 
ency; for oriy the absolute monopolist is in a positkin to fix iriiat 
price he and leave output to be settled accoiding to the 

demand which exists at the chosen price, and even the absolute 
mono|»lut cannot stand out mdcfiniiely unless the conimoditv he 
controls IS m very incJastic demand. But to a substantial extent it 
isj^blc, slmrt of complete monopoly, for a fairly mcluaivc Wv 
offimis to sel^ It* price, within a certain range,^d to produt» 
the output which can be sold at that price-^hcr more SoHcss. 

Capit^ism md t/u Siak 

Capitalimi, under these conditions, has looked increasingly to 
the State for ba^^, not only in pushing sales abroad, bm i^n 
more m protectmg its home markets so L to irlv*. t» 

^ .hbSss, u 

mim con^ die Si^. or ai any rate KCuie Govenunenltw^dt 
are ^pared to lo^ ISivoiirably on in cloinii. nuiTherar he 
.apio^ the Vieiorian era in die whole inlSd 

^CScti^r'iCrf "f Stale inKr^ST^E 

^uce tunction of the protection of property, modem Capitalism 


haj lurried more and more to the State for positive promotiOo of 
its interests and, in die niune of industrial self-govemmetit# baa 
dinjmcd Grom the State the right to exerdse compulsory powers oi 
economic regulation. Capitalists are of course opposed to the 
direct conduct of industries by Uic State^ or to cxtenial reguEanon 
of their proceedings by the State except on icrms which they 
themselves prescribe- But they no longer ask the State merely to 
stiuid aside: c^en wliUe they arc expressing ^dr disliK of State 
control^ they are continually invoking the Slates aid for thtw 
own politics of economic regulation. 

As Against this tlie reprcicjitatives of the working classWj 
apart nom their adhesion to Socialist gospels of public ownerahip 
and control over industry;i arc demanding State micrv^Uori oi 
a different son—for the protccltoti of iivages. the htrUtation 
of working houi^t the ealbrccuictit of improved conditions oi 
cjiiploymcni, the development of the social se^ices^ and^ noE^ 
least, die maintenance of full employni^C or the guarantee o 
a Uving income when employment fails- Thwe counter-pressures 
are not wholly resisted by the capitalbt groups, which m ra^t 
Jidvanccd countries have regarded some conocssion in these neids 
as n necessary insurance against Kvolution or me pressing o 
definitely socialist demands. Even in the United Stales, where 
GipitaUsm for a long time stood out strongly agamit such con¬ 
cessions, the upsets ajccoraponying the deep depr^on ol me 
logo's brought considerable instalments of indiMtnal l^islation 
of a kind aLeady well-established in Great Bnlaui, Ckrmany, 
and variqiis other developed capitalist countries. It was, nowcvcr, 
always an implied condition of sudi concesMons that ley * 
effect no real tratisrcf of ccoiMimic power and sho d “ . 

burdensome to mdustrv, Aocordingfy, soaal ndbrim conceded t>y 
s.ay of insurance agaiiist smicttiral dmnge^wcnt 
ariinged as to be financed partly by levies on 
wage^Tnd were often accompanied by 

thcQpitalist businesses to pass on to the consumer* the add^i^ 
costs involved. It was found that in.pracuoe ^ 
social reforms could be mtroduced m th^ fo cS! 

advetre effect on the level of profits; 

Britain, capitalist opinion became reopnaW to 

of Stare bSrvcntion in the field of social 

could be, at the same time, an ^d^ 

public endorsement, of iMno^ludC j- 

ro«eadng State 

mdiistry at home and the promotion 


oversea*. 
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Modem Capiuliam b| ihrn* noti like the Capitalism which 
came in with the Industrial Revolution^ a power statiding apart 
from the State and looking to the State only for a genei^ safe¬ 
guarding of the rights of private property, but a power expecting 
from the State much more octerusivt siippon for its venture^ and 
tlicrerorc seeking to contro! the Staxe In Us ov^m interests. It has 
had to do diis, in view of Ehc growth of parlLimentory democracy, 
by influencing the poll deal portico which depend for their power 
to rule on popular backing; and^ until Soaalism became a 
political rorce> it was able to influence both the leading parties 
(or more thnn t^vop where mote w'cn; of sufficient wei^t to be 
taken into account}* Capitalism stofxj behind both Liberalism 
and Conscts'atkm in Great llritamt gradually shifting more of its 
tvcighi over lo the Comer^'ativc side as it came to need more 
active inteni'ention on its behalf, but still keeping a foot in the 
Liberal camp, as long as there was such a camp in effective 
cxlatence. In the United States, capitalist politics still preserve 
this shape, became no effectiw SociaJisi party has yet come into 
being; but even there a considerable shift has occurred in the 
dirccdon of Republicanism, in proportiou as the Dcmocxadc 
has abowTi any tendency to champion, like the British 
Liberalism of 1906, the cause of the cotninpn mam In Great 
Britain, the ceSpse of Ubcmilsm has ranged the foica of 
Capitalism almost solidly behind the Conservative Party. In 
other countries, especially where there arc several parties standing 
for particular nadonnl or religious groups, Cap^Usm still acts 
through and upon these various parties, and upon the coalition 
Governments that are based on the m. 


Copi£a/i57n md Fascum 

In proportion as Socialism becomes a political force threatening 
Capiutlism at its roots, the need for Capitalism 10 make sure of 
its hold upon the State becomes greater. It was with this idea that, 
first in Italy and later in Germany, (sipitalists who feared the 
advance of Socialism gave subsidlH to Fascism, aiding Mussolini 
and Hitler to build up their bbde-shirted and hrqwn^shlrtrd 
private artiute and their dciuMogic panics as the enemies nf 
democra^. Tlic capitalists who acted in this uw, and thus 
helped the^F^cuts and Nazis to gain political power, bc^n of 
course m the ^Lcf that the power they suhsidiscTwould^ain 
^enable to their control and would do ti«joh orsmashbg the 
S^Itsts and democracy for them without dmeiopiog any tilicy 
ofits own ui Moflict with their desires. In the event, tiic joVwM 
very thoroughJy done, and the capiiaKsti of Italy and Germany 
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wrre snvfsU for Ihr timr. rrom the tlireat of SocalisOL Ne^-eithe- 
Irss, thiiiEJi did not £dl out wholly in acooi^Tiice with ih«r 
expectation} for, capcdally m Cennany, Fascism in 
proved lu have a will of its owrit by no means ’wholly consis en_ 
with the wills of the would-be masters. The capitalists vrtre leU 
in posession of the meniij of production, and even with c 
assurance of beiniz able to operate them at a conumiow pront. 
They w ere relieved from the prefiure of working-class demand*, 
for the State completely Uquidated the economic as well aa the 
political or^ns of the worketa. Bui they were confronted witti 
a Slate power which, though it used them a* tt* i^nts and safe- 
guarded Uicir position» substituicd its ends for thcirSi an 
neased them to a machine of which the putpoiw was to promote, 
not private profit, but national and imperial aggtandisemcni. 
The capitalists found thcimclra caught up into States 
nr organking, for total war; Emd it is of the c^nce ofjmdi 
organisation lo require extcnsis'c control and a subo 
lion of the prirate mterests of individuals and . #■ 

most influentudn Capiulists can stOE^di ivdl 
control as a temporary nocessiiy, m actual ^ 

found in Fascism a nevv mode of action which required the 
methods of war continuaUy, even in dme of pcaw* 

Nevertheless. Capimlism did not revolt against F^ism Ind^ 
it could not; for no Revolt could suc^eded ™ 

sjippori of the working classes, which the capitaEs ts did n_ 

Mcmi of the fflpitalist leaders ^atly 
with all Its inconveniences, to a renewal of the ...u-n 

ism; and In genend they continued to give it tuppo 
they Could see clearlj' the direction in u'htch it was mo ng. 

I Vhai Fascism is w c 

It is profoundly misleading to regard Fas<^ as 

of CapLi^n-Hiicrely as a 

ism when it can no longer be held off ^1! . ^rtsnrse mie 

methods backed by the power of wealth- This f J 

aspect of Fascism; but it i* a long ivsy o^a 

ThTdrivung-force of Fascism cannot be otp^^ m pi^I> 

economic term*. It is, in it* basic “J^ff 

larist rather than capitalist. Its aim is not to 

its own nation but to male its own nation an exploiter “t oi^ 

nations. It hw no objection to «P)f 

lucb exploitation appears to senw ‘ ^QiK-ti3ts 

ends; but it* economic ?';,SS7endTte 

the ;vorhe« arises primarily because the workers tend to^w 


iatciii3tionalut and pnditc In outlook and to value ‘butter’ abox-c 
‘guns,* and not because the Fascist leaders arc ardent Ijclicvcra; 
in the system of pToftt-nuiking. Fascism cannot easily win power 
except where it can find a mililoriit n$ utsU as a capitalist cl^ to 
help ir on its road to power. This piartly explains its failure to 
make any substantial headway in Scandinavia or in Switzerland, 
Md its tveakness in Great Britain, in comparison with its success 
in Spain and in Eastern Europe, and, even more, in Japan, as 
well as in Germany and Italy. 

No doubt. Fascists and Nazis, in their appeals to the people for 
support, were ofkcn lavish economic promises. They 

promised to protect the ‘smaH man* against the trusts, even while 
they wen? taking money from the trusts for protecting them 
agmnst the Viorkcrt. 'Fhey promised careers to the educated or 
hmMidu^ted, who regarded themselves as entitled to positions 
^superiority, but could find none because of die depresriou. 
^cy proTiused tvwk to the unemployed, as well m special privi^ 
l^es to all who joined them. These economic promises, hawever, 
were not aspirations of Fascism, but bribes to recruit support 
for It, Its mpirations svere not economic, unless we include as 
economic aims the desire to conquer and to loot on the tmindcst 
possible scale. 

Fascism, in short, was not in essence on economic movement, 
but a nationalist, imperialist and militarist movement ■i«iTig 
cconomie inducements to reinforce its primary appeal. It found 
mppor^ in millions largely for economic reasons | for the 
dcprcssoiis of the intcr-tvar pmod bred the pimular discontents 
upon which it was able to thrive. There were Fascists who were 
interested primarily in its economic aspects—the Strassera, for 
example, os well as some of its capitalist backcis. But tJiesc were 
not its leaden, or able to control it so as to divert it from its 
essentially militarist attitude and policy. 

Even, thcaj, if we regard Fascism, in one aspect, as Capitalism's 
iMt gamble in face of the advance of Socialism as a world-ivide 
force, we must realise that, in backing Fascism, the capitalists 
were mvolung a force external to themselves, with which diey 
hoped to reach a satislactory accommodation, and wete not oon- 
rttuting a new lund of capitalist State, responsive to capitalist 
idcM and acwptmg capitalist objectives. Fascism was. if not an 
entirely new kmd of social organisation, at any rate not mctelv 
a eontmuance of tlic capitalist kind of State in a more develowd 
form. It WM a thi^-hack from Capitalism to militarbm but 
tmder conditiDiu 'vhich produced a nnv type of militarism, based 
on a popuUr, demagogic appe^, and reinforced by the enormous 
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weight of modem prapagandiat teehniqucs founded on modem 
physiological discoveiy. li ociuld not hdp being at the saiM time 
ail econopiJc movemefitp or having an coonomic pob^, _ ot i 
needed both to organise the econoniic; foimdatiopi ol miDtaiy 
strength, and to reinforce Its nationalist and mditanat 
with an Ltivocation of cconomid discontentJ and aspiratipiis. u 
it! toots are to be found in predatorj' nationaliam, “ "C 

threatened capitalisjn vvhlcli gave it the means of deluding 
people. 


P'arins qf SociaHsm ^ 

ITie SocijUtsm which Fiisclsm arose to defeat also ^ to 
analysis. Why did the Fascist appeals wean away front Sociaiism 
laiw sections of the Italian and German svorkmg dassca, even 
before there had been time for intenaive propaganda m ^pls 
and youth movements to train up a new ^etahon steeped m 
Fascist ideologies? The answer is to be fpund lai:^y m tnc 
divisions rrhich rent the Socialist movement asu^er-m h^ 
lations of one sort of Socialists in face of which 

for decisive and courageous action, in the failure of anothCT 
sort of Socialists to understand the newssary “*J. „ 

Socialist action in counlric* accustomed to 
methods of government, and entirely unacemtomed to _ 
niques of underground rc^-oludona^ acuity; Jo 
Communists, or to moat of them, m the ^ ^ 

seemed mdomatic that their own revoluuon could “ 

it broadened out into a world 
capitalist oountries, and also that the 
hare to be conducted by methods dosely 
had brought them to power upon the nuns 'f 
Consequently, they regarded as timtw to the So^ _ method 
who would not pursue the aim of world revoli^on by 
of inlerconnccte^ national revolutions 
leadership, which they feh thei^vcs. as the 
in the Soviet Union, equipped to proves- 
after 1917 ^vas stultified by the panmt of thu 
seemed to the Russian lead^ and 
outside Russia, the only pohey t™' 

On the other hand, die l.rad^ of the 

they wm accustomed to general ciccuon , „ forms 

programmes which were made up rather of soaalut« «loi™ 



than of Socialism ilsclfj and they had come to rcjgaid SoeialUia 
not as a nets' system to be installed at a blow, but mther as a 
tendency lo be advanced gradually by pirccTneal mejuiures which 
would tramrorm st^cty by stages. TTm was as natural an out¬ 
come of the conditions of Western parliametitarism, based on a 
very eat™ye l«inchise and on representative government, as 
Russian Socialism was of the coiiditions of amocmey in Rij»ia, 
The Russian view tvas the more MancUt, because m the years 
^ore 1914 conditions in Czarist Russia were doser than con- 
dmons m Western Europe to the conditions which prevailed over 
most of Lmope when hfar* and Engels formulated their esscniL'd 
doctninM. ^ rgiSjhowever, the parliamentary gradualism of the 
European Soaal Dcmocraijc Parties stood badly in the wav of 
Mingus ac^ wherever a revolutionary- situation appeared. 
In Italy as well as m Germany Jt meapacitated them for^uiff 
their chanOT and otposed them to the perils of gounter* 
rhe Ita^n Socialists half-tricd to mate a revolution 
presently laid low by MuBolinL 
The Ger^n ^lahsts tried to construct a democratic parlia¬ 
mentary Republic on the rums of the Bismaictian Eranire and 
m pursuance of this atm invoked the forces of milUarist reaction 
to ihcir own i^cvioliitionary left wing. Their excuse wni that 

the victonotii Allies wotiU itot ha\t: tolerated real Socialiiin m 

'1^ *1“' « ^ the 1,-hole story" 

i*hc truth was tl^ the German Socialist leaden feared revolu- 
uenary-Communism fully lu much as German reactionf and in 
their artemj^ to oppose both they disostrausly divided the 

of Russian 

&mmimist Mhcy, finaUy 1« In Hitler and compassed thcinSn 
dcstrucljon. UA admit that their shuatjon was difficult The 
fact remains that theu- errors were glaring; and that these 
atiosc fnm something more than the peculiar diffictSies of the 
German iituauon seems to be indicated by the wcaknm 
by other W^«iem Socialist Parties that 
In effect, the Socialist Parties ^ 

for It when then- chance came. The Russilo SociS, 
prospect of a gradual victory, to be w tm bv 
eratie oleoiorati: and by peaicful Atasia h^ a dem^ 

in terms of sudden revoluU^, whichlad thoi^ght 

for UlC SocbliaM Df^Vofteni Euione 1 

<r^-. r« d.„ a ^1 li “ 
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Tlic foult of West European SodalisM after igtS vt^ not tfet 
they rerused to pursue a qiwtc impracticable poli^ of revplutton 
by violence, but that they showed too little capacity for adapti^ 
their pre-war strategy to the new conditio^, varying 
country to country, with which they were called upon to deaJ. 
Above all else, they foiled to do their part twaJds gett^ on 
tenna ^vitli the victorious Socialists of the Soviet Union, o g 
thi^ was the necessary condition for the existence of a IJ 
united movement in their own countries. It mi^be admitted 
that the Socialists of the Soviet Union were very d^cuU to come 
to terms with, as long as they continued to pursue their unpractic- 
able ideal of ssorld rcv’olution and to denounw as traitora, ot 
‘ social Fascists,* all who rejected their leadership* But, m 
particular phase of Soviet Union policy w^ transttiid \ e 
eiimination of Trotshy being of course the sabent point), acrom- 
modation did become easier: yet advantage w^ not 
opportunity until much too late, and even then only with haU 

** I^irect, the Socialists of the Soviet Utibn and of WestOT 
Europe never succeeded in understanding each ^ 

different situations with which it was necessary to deal m 
3 reas, Th^ disastrous oousctiucnM that i 

Communists ^vbo profcM to welcome ilie aih™t of 

Fasdsm in Germany as dcarUig the way 
eliminating the Social I>cfne>CTa.tJ, as well as Social D _ 
whose hostility to Ckjrmniinism blinded ^cm to the need 
muted working-dasa rtsiatance tn the Faschi dangtr. 

Ccmmmium and Social Denwero^ l iir 

Yet the differenee between the Sociil of 

and the Communism of Eastern Eumpe wui^n^r^V 
aim. It was rather a difference of method, based on 
tradiiioris and experiences. It would hav^: 
establish Socialism in Russia except by 
Commimata pursued, because there WTis no demopitic 
mentary mc^anbtn, no administrattve mechanism, 
tradSi of peaceful change that could be t^en over “‘4 

Scate 
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objective of Commtmiita and Social Dtmocrais alike 
tiaily the saiot: the methods and the machiner)^ by which itf 
adijcvemait %vaa pimsued were* and lA^re bound to Iw, radically 
.dificTcnt. The mufortunc was that on. neither side <lid enough 
I Socialists realise either the unUy of purpose or the reasons for the 
diiTereiices in incthod to make accommodation practicablep 

SodaUsmt both in Russia and bi Western Europe^ meant 
essentially the supme^on of the profit tnotive os the determinant 
of productive activity and consequently the estahlishmciit of 
public ownership of as much of the means of production and 
distribution as \s'as necessary to make production and distribution 
inaLtets for social deterrauiadon in the common interest. It meant 
ensuring that the output of wealth should be settled by the avail- 
ability of man-po\w and other rrsomcci of production, and liot 
by the pra^pects of private profit. For Western Europe, this meant 
mainly the clunuiation of unemployment due to the trade cyde^ 
to structuml maJadJuslmcnU of industry^ or to restrictive mon¬ 
opoly practices: for the Soviet Union it meant a deliberate 
planning di^lgned rapidly to transform Russia from a backward 
country v^ith small of indiistrudisation into a thoroughly 

modernised ooun^, abreast of technical development and armed 
with an economic organisation capable of exploiting modem 
sdentifie techniques. For Westerg Europe it was mainly a ques¬ 
tion of taking over an indstmg mdustri^ system and adapting it 
to the needs of a dcmociaiic society ; for the Soviet Union it was 
a matter of making a new economic as w^ell as a new social ordcr^ 

Socialisi Plmimitg 

Flatming^ was indispensable for cither purpow. But for the 
Soviet Union planning liad to be much more complete and 
drastic in its methods than was requisite in the more advanced 
oountria of the Wcat. The Ruosians had to plan practically 
nothing: the Western countries needed only a co-ordination and 
amendment of atready existing economic structures. Above all 
else, the difference was tliat the Rusaions needed, out of a very 
low national income, to set aside a great deal from present oon- 
sumptioa for the accumulation of new capital instruments; 
whereas in the W^est the problem was rather one of providitig 
enough consuming poww in the hands of the mass of the people 
to afford an outkt for the products which industry was already 
in a position to produce. The Sovkt Ujibn never hod to bodni 
about shortage of markets: it was faced wdih a continuous 
scarcity of consumable goods. Tlic Western countries, on the 
other hand, were accursed with the inability to marry with the 
126 


needs of the people the producing ptuver which they actually 

*”^^^ifrerenc=c led to additional mbimdOTtandings. WatOT 
Socialists, accustomed to thinking of situauom tn 
were short|i could not midostaiid the practioo o a society ^ 
which everyone who avoided doing his sham of labour ww ^ - 

rtki uo maiy people jKrambM for too fov ^ 

disposed to regard compulion to la^ur as 

raiW than as the enforcement of a reasonable obb^uon of 
citizenship. Accustomed to Trade Union bargaining w th proht* 
«ea„7o^plo,e.. fee higher wos= ™1 
found difficultV in apfin-Ciaiing Utc position of Trade 

Whidi could aik for mom 

entitled to sluirt in the national ^vidcnd. 

rrsponsibility, to local and sectional “ 

%s idc field and to the constMt compromi5CS and acopminudatiOTiis 

'clfte^lSlX .y«™, T'HSrf.Srt^o 

don the strong party disciphnc, and the nginity whicn wer 

m^btr;n^a?«i?ty whfeh had to fiice the 

mnWmg a new start in almost everything, in £icc 

collaS of the highly ccntraliicd auto^cy which ^ 

overSSjwn. The inisuuderstandings on both 

and of cowK they led to endless 

table IhUure to appreciate the und^bnng uni^ the 

Yet. though leadcm disagreed and deno^c^ ^ S 5c 

fundainent^ sympathy of the worked ‘ iu 

internal divisions among^ the workers m particular countnes. 
cspccinlljr Gennady Md France- 


Planning J4^ 


I ha^-c said, the ocntral i^esuc tame 


to 

and 



ana cnc useoi «ich wavs as vvoiild ramo^'C im^ 

output and its dutnbutioa m. pursuing this 

natur^ restrictions national imd the inter- 

aim, had to demand piannuig^™ ^ „j5^ote planned exchanges 

national plane; for It wT«ne«W ^^j producti^ 

between countries m oiticr inaie H , ht- 

might yield sadsthmory results. Socialism thus 


came 


to be 
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identified with ptajinin^, thoi^h pLuming retmiLned no more thnn 
a ntcam lo the realisation of tlie Socialbts' airns. In Rimia^ plan¬ 
ning had come to mesui the entire oonirol hy tlie organs of the 
State of the business of prt^uetion and exchange. It could mean 
no lew* when it a quesdon qf building up from the bottom an 
entirely new coonomic order^ in a country in which there existed 
no going oonocnii that could be adapted to fit in w'ith the require- 
ments of the new society^ On the other hand, m the West it was 
a question of how' mucht how iittlcj economic planning was 
needed to bring about a condition of ^fuU cinploymcTit^ and of 
market outlets sufficient to al»orb all that could be produced. 
This <jue 5 tion admitted of varyit^ answers. Some believed that 
the thmg could be done, in the mainj, by slate controL of finance— 
by state action to maintain capital investment at a sufficient levels 
accompanied by measures of redbtributive taxation and income 
maintenanoe through the expansion of the social services. Others, 
of whom 1 was one* argued that such measures \vmild not suflice 
without the social ownetabip of certain of the main capital-using 
industries or without effective to prevent monopoly practices 
and to control the gencml policies of important industries which 
were left in private haneb-^ My coutcntioii \ras based partly on 
the pm-alcncc of restrictive practices in the key mdustries^ and 
partly on the need for drastic structural readjustments to bring 
the British economic system into line w*ith modem requirements 
based on a more even distribution of cansumitig power. 

Planning and 

Tills question of Che amount of planning needed to bring 
industry into conformity with the needs of democracy Is, of 
course* closely bound up with the question of democracy Itself 
Planning, as we have scen^ is a means and not an end ; and a 
ooimnunity needs only so much planning as will suffice to further 
its social ends and to remove the obstacles that stand in the wayn 
Among these ends are democracy and freedom—two concepts 
which arc dosely ailiod but not idcniical. Freedom has ind^ 
two esaenthd aspects^freedom Irom imposed sidjordkiation which 
makes the individual man a means, instead of an end^ and free¬ 
dom from l^g unnecessarily badgered about by equals, as well 
as by superjots, acting in the name of society. Democracy is a way 
of safeguarding the fmt of these fiwdoms; but it may not safe- 
guard^ the second, which is at bottoni a niatier of laws than 
of social habits and traditbns. 

hook, 7?^ -V™ ^ m when: tkb qaatkm is my 

tafi 


tJbtralism: Qyatih^ a»d Dijttif 
The trmlition that the Slate, apart frani 
of property, should Interfere as little »po«ibfe m ^ 
with it some prenippoMtion against 
other field* M ivell, TTic climate of economic 
favourable to letting things alone m teligion, “ f 
peraonnl oonduci, in social organ^tmo and vo It did 

lion, in the conduct of the and it 

mate for a large measure of “ "dl th«e r«pe^ ^ut « 

made for a lilSty that was in pracuce K^duatH 
with differences of wealth and worked out 
rich and for the poor. The rich power to i^ *^ 

for pushing thrown opinions: they had 
range nf activities and eiyymcnts, fr^ 

pleasure of ordering otlier people .***^1^ iT*Vk' nnlv^ithin the 
The DOor. on the other hand, eojoywl hbert^' only withm the 

restraints imposed upon them by laot oi ro , 

additional handicap of iStteC 

they had to demean themself 
mein, of life. If they 

humbly in order not to 1«C them- Emplo>mrexU at ^ 

to render them less irksome m prat^uw. our i , ^ f 

could never get rid of the ^oi 

ry"r;f“wro :JSc 

of the middle das^: part of the people. It ivas 

class« who 

something, Scmocratie conditions of em- 

outcome of insecurity. 

had It not been supported “y “fj^ ,grldngidaSKs ha demand 

Si' 
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dcmocratisfitioii of cccnGtnic relationships svhicli only tlie 
continuity of income cun give. It in e^ to undrmand why many 
employcrsp iLskcd whether they support a full employment policy, 
reply by asking how^ they arc expected to keep discipline in their 
factories if nobody is any longer aij^d of getting the sack- 

'Hie answer, of course ^ is that tlicy will not be ablej under 
oondUions of Mi employment* to keep up the dudpUne of fear, 
And that there svill haw to be a new kind of diseiplme, more 
consutent with democratic pdncipli^ of human equality, in order 
to get the world^s work done when iiuccarity has been removed- 
I do not mean by the temoval of insecurity the concession to 
anyone of a right to retain his job even if he is inefHcfent at it. 
No such thing is in question. 1 mean that, under conditions of 
full employment, a man who is dismissed from one job will not 
stand in fear of real hardship for himself and his dependants* 
became there will be anotlier Job waiting for him--though not 
necessarily as good a one as he has lost. This, and no more than 
this* is what full employment involves^ 

If it ts flOTced that real democracy and die real enjoyment of 
a rcasonatue amount of freedom arc impracticable without the 
rcmcnMl of insecurit}' by the achievement of a condition of full 
employment, it follows that there must he enough economic 
planning to make full employment a reality. Ii also follows that, 
if the discipHnc of fear is to be done away with, or gready 
weakened, and the employer is not in a position to find a sufr* 
sdtute for it, the State must step in to fill the gap. This can be 
done in two ways—first and foremost, by creating a public ienti- 
ment in favour of doing a decent day’s w'ork as a matter of social 
obligation and Impulse, and sccoiKlly* to the extent to which this 
is not enough I liy imposing on the deliberate slacker pen alties 
that \%'iU not (Ml on his umoceut dependants. It is w^di this 
“secondly^ that there enters into some pcople^s minds the fear that 
full employment may usher Ln not an enlarged freedom but die 
’Servile State.' 

Direction of LaBow 

War experience has, of course, done something to enliven this 
fear. The worker m the essential industrits gained during the war 
an ajssured bcomc^^d the gain was greatly valued—Mt he lost 
his fixedom to move from job to job except under many restric- 
doM iuid he aljo Ijccamc subject in the last resort to pnjsceudon 
for slacking or absence from work. These penal proxUjns were 
much d^d-n^^, I think, as plagbg men under Icgallir 
enforceable subordination to a pri^-jue, profic-secking employer 
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hut alao partly la thcmselvt*. It is thcrcrorc 

&r the pEJg tirttlecl for full employment and the 

Sa of indttSfy is likdy to involve a 

discipline in the bands of the State, a lyi^ of men 

jobs m account of their nabonal importance, or any rorm ot 

*dirccrioji of Ubour/ In nrticr to 

'Vhls quration has two parts. Ftntj s-^dl ih , _ IJ _ 

secure the tight disiribuUon of “"^fthern 

pe-nce. need to order mra to particular job. 

from shifting from^b ‘’;2cl5"^o.' ^mpulXn was 

aSlXVirtd to fill up Ib^ Ibclot^ 'Sl^und SJS 

rffort. In ptacc-tunc there can be no stich rkj-n- ahalt be 

S?curi« 

ofthis man-power among the ^ ^gj^t 

offer of inducements, not by {“P®®*®*’be by 
way of holding men whwe they are most wanted win y 

making it iirtirth their while to stay, 

Th^ ShdfT tmdtr Fidl EmpioyiP^t 

The ““"I* done. 

against the slacker the guarantee 

The most the State will offenoesf full 

of income to those who being thus assessed not 

proof oflered* The dismis^ ^ ^ske 

ry'^^at'oT^balt 

loJIncome whUe he “ r^lSwer-^rLk. He will, 

permanently if he is relt^at^ _ . „ ttgam 

however, have ‘^^^^‘“^“^nably «p«t that the opuikm of 
hi 5 lost status; imd ^ve may rc*tw j r m slacking 

hi. fdl«„.»nrl™ ^ hn «jU« 

under a system which u design ^ common good- 

of^h man's of tmnsiiion from the old 

There may, no doufa^ be ^be new 

discipline to the iiew'; for it, full force, Tlicrr: 

public uptniuii in (avoiiT of dumg gc™ 




alio be, at ail wmc whose flackoc^ or 

ii^cffioicjvcy ariltJ out of phjrwcal or Tucntal di-lcctl tliat caniiot 
be put ri^htj but this is the ease mtder ajiy systtm^ and will be 
least the case when: the Icvdi of physical and mental health are 
most tlie cofoiDiinity's care* 

Workshop Qptnior^ and tho ClimaU qf Industriat Detmerm^ 

Tilt creatioii of a new climate of worksliop opinlan i$ obviously 
the crux ci the Enatter, This will not be achieved unless it becottics 
reiilly and demonstrabiy true ttiat produciiDii is organised as a 
social service and not merely as a by-product of tlie search for 
proht. If it is made plain that the industries of the country arc 
wturkmg to a production plan designed for the fullest possible 
sadsfactlon of me prapLc''s real necds^ and that rewards are being 
made as far as possible propordonatc to real ser\'iccs, and not to 
properly claims^ a very powerful public opinion in favour of good 
measure in work and workmanship will seen ariscp as li has arisen 
in the Soviet Union. It will tlicn matter relatively little whether 
a man is worl^g direedy for the State or for a private employer 
under coiidiuons sectioned by the State and forming part of 
the public economic plan. Perhaps the State will get the better 
work done for it—certainly not die worse; perhaps there will he 
little different and the qimity of the response will vary with the 
human quali^ of management in each factory* svheiher it be 
public or private or Co-operative- WTiere there is intelligent 
maoagcmetic, alive to the human aspects as wdl as to the 
technical^ I have no doubt the response will be cti tirely adequate, 
as soon as the initial difEcultles liave been ovetoome. 

Tlie development of this new pubbe opinion is the only basis 
on which democracy can practic^y be established in the held of 
work. The case for workers* seF-govemment in industiy which 
I have argued all my life rests upon diis mdispcnsablc foufidauon. 
As men acquire a sense of nxmimbUity and powta- in respect of 
the work they are doing as me agents of society* they b^me 
capable of OYganiring that work on a basis of democratic fbllov^- 
ship and co-operadon. Every one of us has seen this happen, in 
voluntary actividcs of one sort or another: almost evciy^oac who 
has taken part in such acdvitics has at some time borne testimony 
to the high capacity of his fellow men for good team work 
including the ready acceptance of requisite leadcrahip. where 
then feelings df loyalty and obliptton are aroused. This ii a field 
in which freedom can blcwsom* Ughteiudg the hours of labour by 
the sense of barmomous and well-directed effort and achieve- 
mctit. Thu, u well as the dUappearance of tiie constant sliadow 


of insecurity, is the boon which a democratically planned 
oconomic order (sn cofUcr upon the ordinary tnan^ ^ ^ 

The notion that a pUnn^ order means a nqfltnctipit upon 
hunmn freedom » miitaken. It is n notion no doubt readily enters 
tabled by wcU-lo-do persons ivho have nc^-cr had to work unaer 
irksome discipiine for purposes tn whi<A they felt ihcmsclvea ^ 
have no shajic. But it b a false notion, quite unlikely to be acceded 
by ihoac to whom this very otpcricncc has an 
matter. Adt such men which state of affeirt wiU giw them the 
greater fiwdom—an unplaniwd order, m which tow to 
work under an iiiipoacd disdphne for the profit of othei^with ^ 
security of finding another source of income if 
or a pUmned order, in which they are sum of finding^bi under 
fair (SnditioM, ficc to change them at wjU. 

will be directed to socially beneficial w, smd able to oTga^ m 

rellowship and democratic cooperation the 

own work, I think them can be no doubt what the common 

wDl be* 
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THE RISE AND DECLINE OF CAlHTALISM— 
THE BASIS OF SOCIALIST PLANNING 

GAPITAI-I$*t, AE TIIF* WORD a ordmorily undcr/Btoodj il a 
system of product bfi for profit under ’which tiie uistruiqenlE suid 
matemU of production arc privately ownt:d and the work b done 
mainly by hired labour* the product belonging to the capitaiiat 
oilier or owTiETs. CapitaJbni thuj tmpUes a das:} of owners on the 
one hand and a dais of hired workers on tlirr other, the former 
supplying capital and the latter labour. The owiicr-capitalLSt 
deddes what to produce and what latour to employ: the hired 
worker surrenders his Labour to the capiiaUit in return for a wage 
or salary, under a contract, written or unwrittcin. regulating bodi 
the wage and die hours and condidons of work, Tlie Laboitrer can 
he at any time discharged the capitalist* subject to any pro¬ 
vision for notice c:sEpre53ed or implied in the contract, which is at 
lft%v an individual Sargain between the capitalist and each work¬ 
man he employs- 

The capitalist thus risks his capital, by taking his chmioe of the 
profit or loss on any act of production wJiich he sets on foot. Tlie 
labouftr’s risk is that of losing his job^ or of being employed only 
on short time* or of ha%*ing to accept poor conditions of employ¬ 
ment in order to keep his job. 

Actually, there has never been a capitalist system so simple as 
this rudimentary description seems to iniply. In the first placc^ 
capitalist employers at almost every stage of capitalist develop¬ 
ment operate to some extent with other people’s capita] besides 
tlieir own. Not all owners of capital arc dirnctly employers: many 
prefer to lend their capital at interest to acm-e capitalists^ or to be 
sleeping partners b a business whidu they take no part in running. 
This was so even before the development of jobt stock enterprise 
b its modem fonn; and of course m modem joint stock companies 
the divorce betw^eeu owmerahip and management has been carried 
a very long way, so that b some companies. c,g. railways and 
commerctal banks, there may be practically no managing owacrs 
the entire business bemg run by salaried managm under die 
almost nominal control of a board of directors, who may them* 
selves not tie substantial owtienj of the capital, 
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Swondly, specially in the smaller busmessw. 
addiiloa to provitling part of the capital, norm^y coiitnbut« his 
own labour of supervision, or even, m very small busme^, works 
side by side with his employees. In inch cases his profit is a return 
partly on his capital and partly on his Ial»ur; but t 
of deciding how much of his total roirard is 

factor. where he nonumdJy gets a sal^ in 

own business, apart fiom what he draws on his capital inv-csicd m 

it, the distinction is usually quite iwbiirary. rhnnffh 

Thirdly, tome wage-eamcn and some salary-e^eis, ‘ho'^h 
they get the main ^rt of their incomes from cmpbymcnt under 
contract, possess some capital of their ovra, e1« where 

businesses rnwhich they work of, much „ 

There is no absolutely dear-cut line between 
owners of capital. Or again, a man aJ^n 

working for an employer and Pf^ ^n ^own as an 

independent worker, neither employing nor c . P ^ ,, ^ 

sudi cases thcv formally sold not their labour power out a 
the difference betwTcn the prices at w nicn nc 

economical to group of machines at once, and wage- 

S^pfep.-^ -d cuippod b, .h. 

capLtdists became the usual syatem* 

S^rill'S?ud£r»d 


true, although of course the stages overlap. Before the advent of 
power-drivea machbery^ it usually did not pay to group the 
workci^ together in lai^e masses. Some trades had ev'cn then 
sometimes to be conducted on a large scale—big mines for 
example, or trades carried on hy means of secret processes or 
machines, or sometimes finbJnng trades needing direct and oon- 
siant supcTvbion. But in f^eneral, where no etabomte plant was 
needed, the scale of production remained small, and the chief 
advantaged to be gained from large-scale operadons 'were in 
marketing goods, above all m markets orv'ctieas but also where^'er 
goods had to be sent conJiiderable dlsUioces to hnd customers. 
Any considcrahic local apcdaJifladoti in makiog parlkular kinds 
of gocdi Involvrd distant markets^ and therefore afforded an 
opportunity for the growth of merchant budnesKi employing 
laige capit^. 

Mmhcnt Capiiidism 

The merchants formed the first disdnedve capitalL^t clasSi They 
not only transported finished goods to distant markets, but also 
bought raw materials and handed them out to a succession of 
manubeturens w^ho put them thtnugh succesdvc stages of produc¬ 
tion in tlicir own homes or in small workshops. T1ie>^ brought 
together at the finishing stages the work of many diflirent crafts, 
and sometimes undertook a part of tlie preparation of materials, 
such as wool, or of the final stages of manu&cturc^ under their 
own lupervislon. In workshops attached to their warehouses. 
Bc^sklc the great merchants most industrial employert were very 
small fiy, though there were a few who warkeo on a Large scale, 
and ^mc Victories were already in the hands of considerable 
Companies of Hch men. For the most part the industrial employer 
was still no more than a master-crofumanp and to the extent that 
he became mom he had oftiCn to look for capital and credit to the 
merchant who bought his wares. Tlic merchants became finan¬ 
ciers and bankers for industry' as well as dealers in goods ^ and 
presently, as we shall see, some of them gave up bcLag merchants 
at all in the ordinary ^ense and became simply banken or dealm 
in Uade bills^ engaged entirely in the financing of foreign and to 
some extent of domestic commerce. 

Industrial Capilalinn 

Gmdually tJiis lituation ivaa aJtertd, under the combined 
impact of newly invented machinery and the steam-eogjne. In 
some indiutries there was an intermediate phase, important in 
England in the eightccntJi orotury, during which machinery 
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Lprovtments both reduced coil «'"*“«‘P''5^ ^S5r dkSi 

bySc application of tlic rotntory 

driving of the machiiiw by stcain-pow • ^ 

more hmx l%VD.third* of the 

about 1700 did the improved (tcain-engine^n siMOiJf 
place tl?e S 

uir^ the factory “^^orkere in ntnbJishmuits 

gather togctlier large _ „t in: the wage 

:;Eir;SiS 3 r.s^«i: .h.«?orw»triai o„pi»i»m 

owning eaptaiBiiwh^ S^JSroiigUy disliked. OtUy in a 

early niiwtKntli induilrial 

c-Tses did the roerchants turn t ncm ^ came 

for the most part the rSaof the master craftsmen or 

(rom Cirtn or trade or from the . -__v .q huv a few 

skilled svorkers, ^^P^'^q^rrom Ae mcre^ts who were 
machines, often borrowed . iv^ories year bv year out of 

their cmi>n^. e-J ee^'l^ TIte 

the profiu made by "P Itevoluiion was not a rich man, 

typical «»pl<jy« ^j'i^J^ckers, and. if he is-as succcMfol, 
though he somctmutf had nch 1^ qf ,hc great 

ss^alth mon came his wavs of producUoo and 

differences in efficiency ...j^iven maebincs supplied only 

the old. As long as the new ^^^cssed diem could reap large 

proftts based on then* ' ^ket, but still able, save at 

up-to^laie compebtors out oi tn 

rimes of deep deprwo"* to sen ai. k 

,.■ - h«.>Tiie more numetous and were rapidly 

As the new machmes 1 ^ ^ capitalists th^ 

improved, ^ Iqdurert were driven out. at at 

selves. Tlie old nandicraft P . returns in periods of Ijnak 
could get work only „ r nU* tmd the new factoiy owncre 

dcmiind—and in bad iitnes . qn to dale on penalty of 

had .o tep thrir l>^»‘“;^"A mo,. h, 

lomg their trade. Compebtion m the mo ^ 


ihc iic%v QicrlJiadfi—above t:cttOii—grew ruthicas in llic ex¬ 

treme; and for every c^pitsJist who made a fortune several failed 
and were driven biick into the tanks of the working classes. Sucli 
conditions kd to desperate attempts to keep down the o(Kt of 
labour by exploiting the w ork of women and children^ by making 
hours of CTiploymctit almost imbelicrably bug—working day 
of fourteen hours waa nothing out qf the way—^^and by keeping 
wiigcs dowtt to the lowest possible point* The employers justified 
tlicae mctliods both on the ground that they were necessary for 
ihc accumulation of capital out of profits^ and even for thedr owti 
ooniinuancc in business in face of die severity of competition* and 
on the ground that Uicy cheapened preduedon and thus gave 
back to the workers as ooiisurners the benefit to which they werre 
entitled as output increased* Tikc bitterness of the Industdal con- 
iiku of the first half of the nincicenth century is intdJigibJe only 
to those who undersUind these conditions—and have perhaps seen 
conditions not widely different from them operating in the indus¬ 
trialised sectors of backward oauiuiie* even ti>-day» The violent 
hostility of the early indufitrlal capitalists to Trade Unionism and 
to any form of wage-fixing cither the Trade Unions or ihe 
State; to Factory Acts and Trade Union attempu to Hmtt tlse 
hours of labour, and indeed to any limitatiDn on their arbitrary 
pow-m over those whom they employed—all these arose largely 
out of this atmosphero of intense and ruthless compeddve struggle 
among the employers themselves. 

Thi Ag£ of Compititiim 

The age of industriai capitalism waSp thenj one of almost 
wholly unregulated competition betw'cen capital firc^ which 
were mostly small by m^cm standards, and at any rate much 
too small to exert any mDnqi»tLstlc control over pricca. This new 
capitalism was extremely individualistic, and under it prices W'cre 
adjusted by a market stru^le not unlike that which %urea in the 
orthodox tcxtbfxiks of poUtical Ec^Dtiomy. The cffccE undoubtedly 
was to cheapen goods at a remarkable rate by dimiuLshine the 
real costs of production in terms of human labour. Tiiere were at 
that stage few industrial processes which ticcdcd to be carried on 
in vTry large uuiis in order to achieve a high degree of efficiency, 
or caUed for the appUcadon of very large masses of capital undCT 
umficd control There was room for aoivc compeiition between 
many fims m the itnmc line of busines without hindrance to the 
use of the most efficient methodsj and in general these firms felt 
under no impulsiou to combine citlier to misc prices or to limit 
the quantities produced* There were times when bankruptcits 


were very nurncroiia: for trade waj labk la 
from vcair to year, or even from month to month, ^^neithw m 
good time* nor in bod Um« did it sun the more 
ducm to nuike common cause with their j 

In good times, it suited them ^ go aU on, 
their operaaons: and m bad umes they 
cutting prices of keeping tlietr foctona 

Moreover, the general out c«k 'KSS 

of tmde and industry was highly opt^ic* 

counbia which had advanced m appJ^^ n^ham^ 

methods were able to capture the ^ iS 

countries for their wares, driving ont c ,r.,rftrres on lavour- 
producen and eachanging tl^ir “iT^Sa 

cheapness. The restrictions tmpo^ worrv them, 

market for ordinary consumers ®j „ ^ - (he ^nds of the 

because their eym were «t more ^ b^e opened to them 
earth, where new ™^jS*’** mnuniudly being driven 

and native methods of _f (j.^, njnct«rtth cenmry was 

«... Thj^ a.. j».j^ S i of 

^atu^y *Jl, LfoS^in wWch expansion was liable 

increasing market, and not deji^^ VVhat British 

to be checked by a shorts^ to pay for with their own 

exports the ncapicnts aorivcrtcd into capital exports 

rood*tuf& or raw inatcruils r»idd^ dividends in the countries 
and left to fructily m. future interest 

opened up to tnidc* 
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onhodo. 

new methods, r*, ,^ir the name of “the dismal 

Economv u^JTtt had to invent a theory to 

Ktence,' that was j (he slowness in diffusbig the 

explain the among the producers. These low 

benefrts of higher pr^u intense competition between 

were in fact almost so, by either IcgMvo 



m Ihe first pb« from Maltlrmian notioiu about tl)c rise in popu- 
lation certain to be proi'okecl by any rise in ihc purchariitg power 
of labouring households. This dismal doctrine, which m its 
extreme form seemed to deny all posaibility of a rise in worldng- 
standards of living, no matter by how much production 
might increase, coexisted in the minds of the leaders of tlie meiv 
capitalism with an iouncnscly optimislic outlook on their own 
prospects; while a recognition of the alleged tendency tmvards 
dumnUhing returns in agricultun: as more mouths had to be fed 
^ntributed to make it seem ali the more important to bring 
do^, by more dHdent ptoduedoo, die prices of industrial goodb 
and to open up by external trade additional sources of aiiri- 
c^n^i supplies, me abolition of die Com Ijiwi in ,846 ^ 
tte industrial capitalists* answ er to the disnml forecasts of the 
cpcti of mcreasihg population on home agricultural prices and 
therewith on the cc»t of livijig. 


Fmcncial CaptioliSm 

mis ^nd type of capitalisn^industria! capitidisnt- 
flourislu^ exceedingly m Great Britain through the greater oart 
of the mnetrenth century, and spread Jess completely to 
other countries. ^owhOT else, hmvevnr, did it reach quite the 
heights attamrf to tn G^i Britain; for no other country came 
to dc^d quite so much on exporu and so litde on domestfo 
a^cnitim for obtaining the means of life. Cradindly, this type 
ot capitalism began, fora variety of reason*, to pass into anoth^ 
In ^y mdustnes the scale of ptodiiction needed for full 
efficiency inciT^ very fost, reducing the number of compedne 
hrens Md requiring new means of raising the large amoimts of 
wpital that ^ to be brought ttmether under unified contrel, 
pc limited liabOity company developed as a means ofmobilisine 
for mdust^ investment the surplus tesourdes of the upper and 
middle classes; and rompany promoting became a hithlv 
developed and speoahsed function. So did the proviiion of 
^ejl, esp^ly m view of the very great expansio^of^SiSUSs 
trade, Baiicre and financiers, as well a* 'slcepW investors came 
to be an part of the new economic order. Capitkl was 

suppUed through financial lyndicates or mvcstmeni hot^Tf 
neb ^mers; arid cornmeraml banks played a lareer and^S 

^pkal for ma^tuic aT^S 
companies came to lx 
Sn^uS^ niAnaemx of the burinesics they 

At first tfie results of these changes were seen rather in an 


ititcmUkd pffoe of dcvelopitwiit than in atiir tendency towards 
monopoly or rtitriction. Foreign trade and investment bccaiw 
more and more important; but in doing so they also p^Uy 
changed their (brms. Broadly speaking} the first phase of the 
Industrial Revolution war nimnly effective in inereaiang supplies 
of consumers’ goods-^tbove di. textUcs; and forci™ trade grw 
most rapidly in goods of this kind. But the second (rtiare ol the 
Revolution was largely ooiiocntraicd on transport, which had to 
be greatly unproved in order to carry the larger volmne of g.^ 
over the longer distances that were now required. The deveJop- 
ment of transport uivDlted a rr^Iution m me meUiods ot 
making capital goods, especially railwriy material. For a time ^ e 
energy of the ^xvav bnilders were mainly gi'^ to ihe eqmp. 
ment of their tnvn countries with a nettvork of railway hnea, ahmg 
which biirocr locomotives dmv longer trains at cvcr-mcreaamg 
speeds. prtKOtly this task was mainly done; and the advent 
oF^heap and durable mild steel made by the Besmmer P™c^ 
reduced, from the [BBo's, the demand for of ra^ and 

rolling stock. The railway contractora and the stcehnokera soiiglu 
for nw worlds to conquer, and Found their 
of railway material and of other heavy md^trial « 

dock plaiit, to the less detdop^ countti«. 
these^ had to be tent; for they could l^^paid for 
the baSrd areas had been opened up 'vith l^id of 
transport equipment. Aoooidinglv. ov^ 
to UMreo^chted levels, above all m the boom yearn, tdya 

and 1073, 

Capitalism and £fiWifli?«V ImptnalisfH , ^ , j 

falling prices and widespread 
retoineron the whole its highly 
and combines began to appear h 

shipping; inv-estment 

mth only the diffeifcnce tniit iw^ State for 

Md 6"™=5^->’3;^ ■‘rSrS.oS^ ri<i«r 

^existing loans or at competition with the 


ba ckin g w 
foreign dcfeult on 



capitalists Oir other countries for ncvi- openings for the develop, 
ment of backward areas, such as Chitm. Tttert> was» in oonnection 
with tltis, a marked change in the fashionable attitude towards 
questions of empire, Tlie economists and business men of the 
Manchester School, who dominated opinion in the middle of the 
nineteenth century, set tio store at all by Imperial possessions, 
arguing that they invohtd the imperial countiy- in costs and’ 
responsihilitics which could be escaped withoul any saciihces of 
CiConoraic opponutiity. Tlie secession of the Atnerican Golontes in 
the eighteenth centur>’, it was pointed out, had been without any 
advene ciTects on the growth of Anglo-American trade relations; 
and it w-as argued that the complete indcpcndctice of the Coloiitcs 
and of India would be fully compatible with, and would Indeed 
niakf! for, increased trade with Great Britain under oonditioiis of 
entirely unfettered economic inicrcoi^. 'Ihese vietvs the 
field as long as Sritish cKports were mainly consumers' goods, sold 
by way of exchange for Jnodsluffs and raw materials, and as long 
as Great Britain had no really important rivals in tlte principal 
export trades. Opinion began to shift as the export of capital 
goods, financed by oversens loans, came to play a more important 
part, and as other countries came to rival die Britisli in the esport 
of such goods. One reason for this vras that, whereas the saLcof 
consumers' goods in exchange for raw produce sets up no long¬ 
term claims, the export of capital goods financed by loaas gives 
the lenders a loag-tcnn interest in the economic affairs of the 
countria to wliich die goods arc sent. Investors in railway and 
other devdopment loans want to be sure of stable gox^emrnent 
and orthodox financial behaviour in the debtor countries, in 
order to ensure the rcg^ai service of tlicir Ioann; and tlicsc 
conditions are most easHy secured where the investmenu are 
placed m colonial territories of the lending country, or b other 
economically backward areas over which the Government of the 
lading country can exercise a degree of control which is imprac¬ 
ticable m more advanced areas. Consequendy, the current of 
overseas investment began to set more towards empire countries 
and there was a marked tcndcocy for each advanced European 
to annex further backward areas wherever it could. The 
British, Enench and Dutch empires all expanded at a great rate 
from the Md Muntrica^ which had entered later upon the 

fidd of advanced mdusinal development—notably Germanv^- 
did all tlicy could to find imclamicd temigrics whidi they could 
aim« without provoking war. Almost the whole of the African 
continent wax paralbd out among the European Powen, which 
also greatly extended their empires in Asia, and wem ^.entrd 
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fmoa portitiomn); only by motml and by 

American opporiiioa. The LTjiitcd States at dm time was alone 
^iniong the creat industrial natioiia io not seeking 
non, Tor the reason ih^t there v^-as too much to do in 
and devclopbig its own ™t temtoTy to leave n^otn rot^mbitiotis 

cJacwhcrc. 

Scigj3a and Ttchnoio^ ^ 

The changing stfticture of capitalism at this point of Us 
kd in the maa, not to monopolv, but to the 
larger units of pusduction and, slUl more, of finaucc- 
in Great Britain b(^i to ainalgatitalc 
at fim mainly by the absorption oflocal i”A“ 

cackling coiittTTU, and later by amalgamations of 
aadoall chains. There was also a 
banks louhd a few great concerns^ and the 
came to be much 1« a matter of locaUppeak 

houses which underwrote the 

price, made themselves responsible for the ™PP ^ . ‘ 

called for even tf the general body of invest^ induv 

At this statre ft further difference appeared. The older mduv 

triS; toSS^'tScy 1»«<1 tWr pro»». •? 

tDcchuiical invenlioiu. on the Dart of 

thumb and called for liidc scicntihc knowledge on the 

detr^^ntihlc for their ^“."JSlSSS 

of ^ ojncteotitl. «nt»ty otSSdfic 

chK^iiy to contJualSdmJt^ change, 

of produenon, “ ShSuveries by patent rights 

the STac assurance of profit, 

«une to be of tliods to a commeremf stage 

™„t. Big “nnr1^S%o^-^rh*3 

sense of aiming (ichberatcly at the slow 

-rite» Vh-aitiog fo; their «w 


products ^id couJd usu^Ly expect higher proFitf from exp^nduig 
talcs than from any sort of monopotistic restrict ico. They were 
ncvcrtiiclets driven in the direction of monopoly by the need to 
protect patent righti^ as well fu by I be large ftcaJe on whidi it 
was ncc<sj5ary to work in order to secure the most economical 
results. 

TSr Crawih M^mpoiy 

The expanding businesses out of whidi grew 1 ,G. Far ben and 
the General Electricity Company in Germany, Duponts iti 
America^ and Imperial Chemiciil Industries, Ujulcvcrj^ and the 
GaieroJ Electric and Vickers-Annstrong concerns Jn Great 
Britain—to name only a few outstanding examples—were not 
restrictive in fheir original impulses, though they did set out from 
tJac first to reap Ivi^h profits horn tccli ideal luid organisauonal 
superiority over their rivals, Sucli concerns came lo use their vast 
monopoly power, derived from their huge aeaic of operatio ns, for 
definitely reatrictive puiposcf only w^hen they came free to &cc 
with market limitations w^hkh shifted the balance of profit- 
making advantage from expansion to reguktjon. Tliey then 
bc^n to enter into agreemciiEs one with another to limit com¬ 
petition and to share out the available markeii, and in muist cases 
forced their less powerful rivals to fall in with dieir diEUiged plans. 

did this change come about? Why did the world market, 
whichj apart from certaiti cyclical mEciruptimia^ had shown for 
a full century^ a capacity for nipid expansion, come to appar al] 
too narrow to meet the requirement of devciopd capitalist pro* 
duedon? iTic answer is partly that ihc pace of potential capitalist 
expansion quickening very greatly* both t^cauK the pace of 
scientific discovery and communication of new knowledge wms 
being speded up and because more countries had entered the 
field ol advanced capitalist enterprise. Markets had to expand 
much faster than before in order to mcei: the needs of capitalist 
dcvdopmentil and on tfie whole markets did expand very fast 
right up to the outbreak of five first World War. Intensive restric¬ 
tionism and mofwply by agreemeni set in on a gcucml scale only 
^tCT 1918, when the war-expanded industries—meiais^ engineer¬ 
ing and chemicals—were confronted with the diGFicuJties of 
finding employment for Ehcir enlarged capdtv hi a temporarily 
impoverished world—a world* moreover;, in which political con¬ 
ditions were unsettled and little confidence w as felt m the security 
of foreign invTstmetU in many areas. In these conditions* it teemed 
safer to irnmy bujiness men* wherever they could see the chance, 
to endeavour to protect their profits by concerted restriction ol 
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sunplict titan to conripttc with oac another in iiccking new* open¬ 
ing for ihclr waft*. The reduced number of concerns m Uiosc 
indurtrie* which had come to requiiT prodtiction and invcslnwtu 
on a laree scale for technical effickiMr/ made combinaOoii inuch 
easicT than it could be when; tlierc were many small competitoni 
in the field; and tlte big concern* not meftly slc^td down their 
own producuon at the first sign of unliu^urablc market mn- 
diUons but began to buy up rivals with a view to puttag th^ 
out of businci. on the pica Hint “reduiidani capaci^ 
inal^ it impossible to secure a Eiir return on ihcir invested 

capital. 

Capitdwn^i Ittlemd Cot^tt 
The older industries, 1 ms affected liy the sj^er 
sckntific dbcovtry or hy the tcdiiiical ° j ^ . 

scale manufacturr, resorted much less to 

so much from wimt of will as bemuse the iai^ numt^ of 
mdependent finns made combmadon lar more diffi^It. IHot 
appe^ a sliarp dea^e of attitude betw«n ^ 

newer, more sdentificaUybaicd, mdmincs and the l«fi 
aUy find also less finandally minded employe m the older 
induSS. such as coal and corion. In there latter, despite ^e 
efforts of a minority of further-sighted capita^u at modernisation 
of oulKok^nd oVgamsalkm. the id^ of mtiftidual.^ ajtd 
unregulated enterprise remained strongly 
a ibw. losing battle in face of mcre^ fiua^ 

Tlic most recent pha* of capitah^ one 

a sharp otmfUct of ideas among the capita^^ tlwniseh o, one 

section pressing strongly for monopoly and 

intcft'cntion which wiU confer upon tlicm TOmp^iy power* of 

monopolutic control under the name of businc® ratwnalwatron 

whUe^notlier section has fulm^atrel 

interference and has endeawured to preren ^ 

of the ‘small man' against monopoly ^ the “ 

financial power. ThS intcntiecmc battle has not bcCT fougm 

bMms «du.td« in.. X» 
oSidSSwi t.i.s«iy i*" “iw-of 

flmK At the orice nf Portland ccmctili iwid bakers nt the p ^ 

i.. W. -d »n.c »nk d.n 


Support of the St^ie for cstnbllistiing monopoly ruid others for 
Combating it. 

Morcmicr, even these who do seek state ;support for the ^regula¬ 
tion' of competition are in nvo minds. If they w^mt some forms of 
state intcr\xniionT which vidUcnoblc them to establish monojx>1ica 
v^itli public endor^ment and to coerce tlic rccaldtntnts v^lthiti 
their rankflf they are evm more opposed to other forms of state 
interv^ention* which threaten either to nationalise tlieir mon¬ 
opolies or at least to subject their price and output polidem to 
stringent public control. CapitaJlsm^ In these oonditiqnsi has 
great difficulty in presenting ev^cn die semblance of a coherent 
policy to the public; and its exponents are apt to cut a sorry 
figure when they allo^v themselves to be inveigled into national 
argument. A go^ many of thenip indeedj fall into a flat contra¬ 
diction between practical policy and precept. Wliilt they do ihcir 
best to get the Slate to sanction and support their monopolistic 
planSf under the name of industnal *Klf*goveraineat,* they profess 
to stand for Tree cnterpriiK;* and to be the oppements of con¬ 
temporary tendencies towards economic planning and public 
controL 

Afodtm Econfimics 

In the meantime^ battle rages among the acadenuc ecoiionusts 
as well as among the politicians and business men. As we have 
secn^ the orthodox cccnomlcs of the text books bos been based on 
a scries of highly sJmplihed assumptions which reflect in the rrtiiin 
the actual conditions of the higldy cnmprtitivc industrial capi¬ 
talism of a century ago. Tliis type of economic teaching still seta 
out from the CDoceptiOn of tlic capitoiLst entrepreneur^ directing 
and owning his own business and hiring such labour as he needs 
in a competitive labour market. It presents the pictme of such 
capitalists competing one with another by trying each to arrive at 
the cheapest method of maniUacture and to that end adapting the 
proportions of labour and capital equipment used in pr^uerion. 
It represenLi them as selling in a highly competitive market, 
under such coivditjons that no single by altering its output 
can affect the market prices at which its goods can be sold. It 
relegates to separate consideiatiDn the monetary fiictors afTccting 
production, and regards the raising of capital os merely a special 
ease of the higgling of the market, colling for little or no special 
study. No doubt* in many circles, tliLs type of economic onolyiis 
is already regarded as obsoletCp 'fhere are economists ivho have 
practically abandoned it in favour of more realistic studies based 
on present-day capitalist Conditinns—for example^ by taking 
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'imperfect competition’ or 'monopolisuc competition’ 

‘pu« competition’ or ‘perfect competition « a 

well as by bringing Uic problems nf opitnl supji j? • ^ , 

under mo« Stic aniy^. The 

mth the name of Loni Keynes has made i^'cry 

during the past ten year?; but at the ® jn 

?ubjcct is still studied largely in the old ivay- 

the realms of higher study there lias f. 

and tve liase been offered the spectacle on the one of JJ 

mathematical economists pipumg the mwt 

entuely imaginary ewiioinic world ha^ on n-emiracscot 
cquilibna ofcompettlivc prices, and on the other o _ mishatw of 
school which endravours to trace 
the pait thirty >ears to misguided, state 
monopolistic teadcqcics inherent m modern large- 
and dnandal organisation. 

The ^^t^o ‘IfliTjec/nnr* . . - „^r 

The former of these schools we may l^vc to^ '^tf^ 
undisturbed: the latter calls for £. 

assumption is that, if Government 

ferine with the 'natural' opcfiilion of economic tofccs, ^ 

peution wTiuJd ensure the sale of goods at P"'” bet^n 

Ihc lowot pn«dBblc cfM of 

their mcornea; “tv their capitals, and managers 

to the teal sevW abilities. In effect, everyone 

retuinsooritespondingiot^irKs erm ^ deserts, on the 

.■cold i» m«»djd ro<* “ “ 

Sr.iS’loSTriS: of L,bJur.po.«^^^ 

influence of tnooofwly ^ ouue upon the 

Jy .h« d.C poE. PJO- 

abohuon of all forms of nbinly ap^ar. Rejtricpve 

tcctinn of property <JnLt^tlc production, 

^ no doubt from any action by the State, 

fconstqnalargc st^cqu^ ap in certain 

They anse out of the _^>able to carry on produc- 

branclics of indusiiy', nialte ^ and tli us effectively 
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limit it to a amall titonbcr of (imut, wlileh can easily' CDtuc together 
ev^ without any state sanction, and can make agreements regu¬ 
lating output or prices without any y^ittve backing from the 
Government, There are fields ofeconontic enterprise, su^ as steeU 
making and shipbuilding, in which none bur big firnu caa in 
practice engage; and in such fields it does not need state inter¬ 
vention to bring aliout conditions of monopoly controL Nor is the 
power to form monopolies without positive State aid limited to 
these types of business. It aJw appears in the processes of 
distribution even where the number of separate firms is very 
large. 


^ No doubt, those who oppose stale mlcrvention to conltoi 
industry usually at the same time ndvocate state action to prev'cnt 
monopoly. The State's function, in their view, is that of‘keeping 
the ring’; and this includes the repreasion of practices w-hicb am 
regarded as 'unlair' penaluacions of the public, because they 
involve making the public my more for its supplies than would 
have to be paid under conditions of'free competition.' But what 
arc these conditions, which are set up as a standard by which the 
^duct of the monopolists is to be judged? The assumption is 
that, wJiert there are many rival firms producing the same classes 
of goods bi competition one with another, the effect wLU be to 
bTOg prices down to the lowest level compatible with the survival 
of the mdustiy. It is argued that no one firm will be in a position 
by v'arytng its own output, to affect the prices at which its wares 
can be sold, because no one firm will be producing a large enough 
proportion of the total output for any addition or subtraction it 
may make sjgnifirantly to affect maiict oondititms. 

^^^hat, then, wiU happen if these numerous competing firms 
differ in efficient^? Given freedom of entry for new firms and 
fiecdom for existing firms to expand, the most efficient, which 
arc able to sell at the lowest prices, will dearly capture more 
^d more of the market, driving the lc» efficient firms out of 
bmincss until only those of high efficiency arc left. Tlifise highly 
efficient firms will then share the market, as a result not of any 
combinat^ among them, but simply of their competithe 
equality. This is the idyllic picture of what happens und^ fully 
oompetitwe c^ditions, as it is paiuled for us by the ccotionusta 
oi tnt schocL 

But w-hat is to happen if the total maikct for a pariicuJar com¬ 
modity IS not large enough to sustain a number of firms applvinit 
the most effiment techniques? Either cQiciency wDl rema^ fow- 
because no B™ is in a position to command a Jaive enough 
m^ket to mate u worth while to install folly cffici^ plamj^ 
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one firm, or pcrluipji a will do this* and the rcfnaiiilng firma 
will then l>c driven out of buaiiias. There will then ariae a con* 
dition of monopoly—or perhaps of what h called ‘oligopoly/ with 
only a few firms left in bein^-^^d the way will be open to the 
cjxaction of monopoly proEis. For^ evrin ifsevend fiirna are left, it 
is no longer true that Tionc of them by changing its volume of 
output cati aflect the miees of trhnt ic sells; and conditions of 
*oligop}oIy’ nototidosly lead io practice to comblnatiooi or at least 
to consultationi designed to regulate prices or output In the 
interests of maximum profit. 

In effect, the state of aflaits postukted by the hissfz-finrt sidjool 
caji exist only tii industries tn ^vhich it is possilile for a co^idcr- 
abk number of ctpially, and liighlyj efficient fums to exist side 
by aide. But this is poMiblc only in a stciidUy dimirushiivg number 
of induatritft, and even In these industries nothing of the sort 
actually occurs. Even in highly competitive Industries, there is 
no tendency towards unifonnity of costs among the rival fiitiLi. 
Everywhere* some firms ha^T much higher costs than others, and 
those with low costs reap profits above the Average* and those 
with high costs profits bdow the average. very bigh^ost 
producers arc doubtless driven out from time to Lime, when their 
costs are too high to ^aw them to maic any profits ^ all. But 
the firms rliat sumve are very iar G'oni being equally cfficiimt^ as 
they would haw: to be in order to drive scUiiig priow down to 
the level corresponding to the highest deg^e of clficiency. ^ic 
consumers do not get tlicir goods at the Imvrac pnees ^ssihle 
On the basis of highly efficient prodtiction: th^ get them at 
prices which suffice to keep tno»t of the leas cfBdcnt firiu in the 
uwket. ^ , .j , 

One reason for this laiBC divct^senct between the idcaf, as 
postulated by the taiiitvjtdti school, and the actual u tliat it 
would be quite impossible to Uve in every industry numeroiu 
firms of the highest cliidency, Tlicre Me not nearly enough 
dfident managers to make this posdble; and even if 
of imnagemmt were to rise sharply there woiJd snll be hig 
dilTcreaccs between liic best and the woret. Nor is it m practiu 
possible for all plants to be equally effcent; for this would 
involve semppino the entire plrmt ol an industry «-eiy tune a 
new inixntion altered the tcdmical condmons of production. 
Even gwal unified trusts operadng a number of plants do iiot 
achieve any oommon standard of cffiafflcy at thm v^oui 
vvorb; and much less can tlib be 

businesses spread over a wide area and founded at many different 
datei. 



AlMCp^tk Campetitwn 

Moreover^ bdusuies do not in practice produce perfectly uni¬ 
form products. There arc m^y kinds of motor cars^ or woollen 
goodjit or rayoDj or bootSp or anything else you choose to name— 
from wheat lo precious stones—and lontc firms produce some 
sorts^ and Borne others. Some specialise on a few lines: some range 
over many* Some goods arc by-products of others: some are joint 
products^ suflih as mutton and vmol, or gas and coke. In fact^ no 
firm IB exactly like another; and in most industries there is no 
such thing as perfect competition, or perfect simiTarity of output, 
betwwn tvw^o firms engaged in the same branch of production- 
Some economists describe this situation as one of 'monopolisrlc 
competition'—meaning that each firm is in a sense a monopolise 
sdlii^g a distinct product of its own, not fully competitive with 
the products of other firms, but all the same competitive, because 
they are all alike trying to aitract to themselves a part of the 
public's limlteci total purchasing poucr 

This type of 'monopolistic competition’ has a special con- 
scqucDcc. It leads each firm, wherever it can, to make it* goods 
seem diidtjclivif cither by introducing raU I'anadons or by adver- 
tising in order to get its name knoimi or a particular brand 
IKjpulnrfscd. Advertising, howe^'cr, costs money, which must 
recouped out of selling prices; and so, in mo^ cases, docs dts- 
tinctiveness, which may involve the production of lo many 
varieties as to forfeit many of the economics of Jajgc-scalc manu¬ 
facture. Here again is a reason why, in the absence of combina¬ 
tion, goods do not sdl to consumers at tlie lowest prices made 
possible by the progresi of the techniqoe of raonufiicturtr^ 

The Casi agdAtt ^ Laissez-faire^ 

In short, the world of pure or perfect competition which the 
laiisezfaire economists describe is an utterly unreal world, bearing 
but lit^ ™mblanoc to what actually occurs even in those 
itidus^ics in which there is the minimum of either irtduitrial 
combination or state regt^tion. There is no presumption that, 
under the technical eondidom of to-day, mircgukted competition 
will result in cheapness and plenty of supplies. On the contrary, 
it may make impossible the dieapncss which ran come only 
from standardised mass-nraduedon, the elimination of uruieeessan 
v:^ctics, and the careful ccMJidmadou of mterdependent Indus- 
tries and processes. 

Nor arc these the only nasons why an unregubted economy 
foils to aehi^-e the promised plenty. Under the conditions of 
capitalism, there arc other Umking faemrs which prevent the me 
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of till (Jie a\'ajljible resources of raiin-poutr ojid equipment in 
order lo turn out the lM]gest possible voli^c of goods and 
service*. Even aipart from mojuciwiistic rcstrictionj it may 
pay iinns better to produce limited quantities for an assured 
market than to incur the risk* of espanding output in the hope 
of capturing liirthcr sales- Firms do not riomtahy produce fis 
much a$ they would produce, if output were tiictr sole object, 
but Only as much as they think they can ^11 at a satisfactory 
price. Even if the addkiofud cost of producing more would be 
relatively small, they may be deterred because they cannot sell 
the extra units at a low price without leactioEis on the prices they 
chazge to their existing customers. Thus tliey may stop aiiort, 
even when a larger output w-oidd reduce ihcir ottragt cc^i oF 
production, because the aiteinpi to adl more would bnng dovni 
the total price they can get for aW they prod uec. _ 

Tliere is no need at this point to go again into the ^ndiooM 
which lead to this result, llicy have been discussed already, in 
previmis chapters, in connection with the geitcrAl prabiem ol 
cmploymenij and I siiall lecur to them in bter chapEcrs. Here, 
I am only pointing out tlie falsity of the view^ that the absence ol 
either slate intervention or organised monopoly will ensme the 
consumers gctdi^ their supplies at the lowest pnoes that are 
technically pnucdoiiblc. 


tWff Sociotisatwn lead h 

ir this is admiUdd. what is left of the cw in Favoitf of imft- 
stricted capitalism advanced by cconotnuti of the ImfstsrjatTt 
School? Only the conicfitiou that state mlcrvcntiou, Md still more 
public operation, of industry necessarily [cad to mefiKicn^’ and 
crush out the entcipri« imtiauve on which ccoiiomic 
gnw depends. Tlie diiScolty about pa®ng judgment on this 
opinion b that there i* not enough evidence—un!w 
prepared to accept as overwhcltniiig the cvidenoe of tlie history 
of die Soviet Union during the past thirty yeara. No one can 
possibly argue t<>day-tho«gh many did nght up to mt- 

that public owncrahip and operation of md^ry tn the ^viet 
Union liavc either led to incBkiency or b«n narkM by an 
absence ofenterpriw and initiative. It can be held that grai-c 
mistakes have been made, but even if t^t ,s so. ““I 

takes not of want ofeaterpnse but rath« of « or 

excessive xml. No doubt, much of the mdj^^ry, fnti 
agriculture, of tlie Soviet Union i* K ^ 

European or by the better Amencan standards, but Ui s m- 
efiki^ is a consequence, not of state operation, but^of 


imiTUiturity. li ts utidtriuablc that Russian IndiuCr^, utidrr 
socmUsi conCFot, has made enormous strides Ln efficiency during 
its periods of planned operation; and there is every indication that 
its startling rate of progress is likely to oondnue as soon os there 
has been time to repair the very serious havoc wrought by 
the war. 

In view of what has happened in the Soviet Union, it is no 
longer possible for reasonable men to take seriously the merely 
dogmatic awrtion that public enterpriic is of its very tiAture 
unenterprising and inefficient. Nor docs such evidence as there is 
from countries other than tlic Soviet UiUon in any way hear out 
this contention. In many European countries, the railways have 
long been publicly owned; and their efficiency has not compared 
at ^1 badly with tljai of industries in tlie same countries con* 
ducted under private owoenhip. In Great Britain the generation 
and distribution of electricity has long been divided between 
public and private concerns; and Jt is an admitted fact that 
the public concerns have, on the average, given consumers the 
cheaper supplies. Everybody grumbles at die Post Office; but 
tbat is no evidence tliat people would grumble leas If It were a 
prh'ate concern. It used to be a favourite argumau that muni* 
cipaJ houamg was less efficient than housing provided by private 
enterprise; but the housing recond of the period between the 
wars certainly docs not show this. Nor have 1 heard anyone 
accuse the London Passenger Transport Board of inefficiency. 
On the contnuy, both it and the Central Elretricity Board, two 
representatives of British public enterprise in its modem fbrm, 
are admitted to be among the most efficient lar^.scale services 
in Great Britain. 

I am not mjinlng to the opposite extreme, and asserting that 
public conqenis are always more efficient than private concerns 
run for profit. I do not think they are. All 1 am saying u that 
there is no evidence at oB in ffivour of the view that they tend in 
general to be {css efficient. It used to be said that this must be j» 
because workmen—or managers—in secure jobs would never 
exert themselves as much as men in constant fear of the sack 
We used to be told about “the corporation stroke” as dower than 
the ‘‘stroke” of men in private employment. I do not denv that 
men Can be driven to work by fear of losing their jobs, or that 
this fear has usually been less in public than in private employ- 
ment. But there are oilwr factors besides fear that conduce m 
efficient or to mefficiency; and I believe these have umaUy 
weighed at least as heavdy on ilie other side, except with labour 
of the lowest grade. In general, the real case against public 
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h not tliat they t«id to be iw rfficicnt than the serv-ants 
of private enteqsrisc, but that they arc somedjncs Leu polite*^ The 
Post Office is not at all IneffiEicTit; but k is sometimes apt* in its 
dealings v>"ith a doubtless tircsoinc pubJiCj to be a little brwj’ue, 
A similar cLouiplaiiit is sometimes Jtiacle against Co-operative 
cmploytrs, in compatisou vnth assistants in private trade* 

I thinkf oi^cn truep but not very importani in comparison T^ith 
efficiency* ^oygb wtU ^s-orth the taJdng of some trouble to correct. 


The Case for Pubik EHinprise 

In reality* however* this kind of aigmocni stbout the efficiency 
of this or that concern, on the plane on which it is usuaiiy con¬ 
ducted^ quite misses the major point. The thing that matters 
rundamcntnlly is whether* under the conditions of the tw^entieth 
century, the people as a whole will be ^tter served by a systiOT 
of pritiAtc enterprise or by one m which the control of ninjoi 
matters of economic policy is in the hands of tJic^ Government 
and of public economic agencies working under its authority* 
The gieat Ad\'antage of the Latter system is that it can plan 
effectively for the full use of the availabk purees of production* 
so that no man-power and no land or capital goods that can con¬ 
tribute to the mitional wekarc are allowed to waste unused* 
Public control of the try positions of the economic system can 
maite an eud. of all tincmploymcut beyond the frictional rc3iciiiu[D* 
^id cau ensure tliat the character, as w'eU as the volume, of 
production shall correspond to the needs of tlie people^ 

It docs not foUow* even if the State takes over the key positions 
which will enable it to adimr; this cod* that it need take ovw ail 
industries* or c^xn all that aro conducted on a rekbv^ly Im^ 
scale, ITie queatiDn. how much need the State take over m oi^cr 
to get efTcctive control of liie volume and character of produeboa, 
is not one to be answered offhand- Clearly, I think* it must take 
over certain basic industries and services—transport* coal* Rid 
and power* steel, ccutraJ barUdng, and perhaps a few more and 
it must be in a position to regulate extenuu trade and to safeguard 
fbe balance of ptavments- Beyond tliat, the answer depends on the 
situation in cadi particular country*. Some md^nes will be 
singled out for taking over because they* have feilen undt? the 
control of powerful private monopolies, national or mtemationaJ, 
which it ^^dispensable tn destroy: othen, pcrl^ps, because they 
are bans run with ititoltrahlc inefficient undcT private enter¬ 
prise. The right course wUl dUTer a good deal fiom country to 
country. In the Sosiet Union, there was no ^ctirable aii^nve 
to going nearly the whoie way. in face of the sheer collapse of 
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private indiutry and of the caiaatrophic thoroughneta of the 
political atid weld, nrvoladofi. But thew cunditions were peculiar 
to Russia: they or may rtot^ exist elsewhere when the 

morEiciu for a change of mastcix arrives. 

It Jiai^ however^ to be observed that the very thoroughness of 
the diange in tlic Sksvict Union carried \vith it one great ponEivt: 
advantage. Every citizen became conscious of working under a 
radically new social ordef^ to which the old categories and oori'^ 
ditions sitnply did not apply. It was plain to all that the building 
of the new order was an onerous (ask resting upon the entire 
pcoplcp and demanding thcar potsitivc and responsible co* 
operation. Hiere bp 1 thinks no doubt that this situation released 
among the people a great force of enthusiasm and personal 
initiative, or that witliout it the giganUc achieveruents of the 
Soviet Union over the past thirty years would have been 
altogether impossible. 

ProbUmj ^ Cradmtism 

As against this, where Socialism comes in by instalments, the 
nmv institutions being fitted m with the old, and most things 
going on in appearance unchanged, it b very mudi harder to 
release this nesv force, or to put behind the iustitudorLs svhieh are 
the forerunners of the nc^v order the human impetus winch is 
wanted. The socialised industries and services of the Soviet Union 
owed much of iheir rapid advance to the feet of thdr forming 
parts of an essentially new order under which everyone w^as 
conscious of living; whereas, if only a few industries are socialised 
and ir na/leling abroad ibai tAir oitir# if in proeiss cf bring 

re-madf^ workers and managers in both scdalbed and non- 
soclalbcd industries may be consdous of no more than a change 
m the rnechatiimis of adminbtradon and control, and not of a 
new purpose pervading the whole. Hib k tJie danger besetting 
gradualist Socialism—that it may fell to evoke the required 
ctithusiasm, to release the nc^v spirit of Iniuativc and enterprise 
in the public service, and to provide effective suljstitutea, on a 
luglicr plane, for die incendvts on which reliance has been placed 
under the proflt-scekuig system. 

To the extent to which it b true that workers and mauagen 
work, if no wow, also no belter for publidy operated industries 
and services in a system still mainly capitalistic, the reason* 
I believe, is to be sought in ihb feilure to release the essential 
mcentives of the socblbt order. Tlie mem fact of %vorking for the 
State b noi enough: the State must also be working for the 
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pct>p]c* When ihc Attempt ^ iTLade to ovtt fmm Capitalism 
to Socialism by stagpSj it la for this reason ncc^^ry that 

the initial steps sJiall be big enough, and comprehensive ciiDUgh| 
to give the whole people a seme of change—I mean, ofstrnctiii^J 
change afTcctlng the whole oonception of values on wbicb the 
society n^ts. Noth ing short of this will avail to the new forces 
of personal initiative under public enterprise into play^ or to 
provide the basis for the higher effickney of production that 
must be sccuTcdl in order lo io<^i the miscd expectations of the 
people. 


Cafntalitm oi 

As for Capitalism, il luis no new shots in its looker, when it has 
once invoked the sc^^en dcr^^is of Fascism in vam- ^ 

people has t^gnn lo think and fed in terms of socl^ eq y, 
and has begun to underatand its collec^v^ power_, the days of 
Capitalism are numbered. Even where tt can t^mc^ 

efBcicncy, it cannot giv«c any assurance that tins effictency will M 
applied to securing that the people's needs arc met, and not m 
the strengthening oF testrictivc •^■?opoiy or the 
exploitation of labour. It cannot, ivithin the bounds of i s ptofit- 
•eeking methods of determining the volume of pmductiDn and 
^pl^-mcnt. make fuU use of the available resources or avoid 
plunging the people into allemating 
otccS unSer^irodgctive depressmn. Nor 
periods of prosperity^ giving too much to ic ri 
to the poor, 90^ to unable to find ad^uatc outlets for con* 
sumpti^or, in its periods of adversity. gi%'inR little to teth 
rich and poor, and aUowing inve^ent to short even of the 

renewsts needed for maintaining its capit^ f,. . - p .t, 

Tliis is a picture very different from the idyihc ™on of the 
economists, who attempt to explain ihe difference by 

describing the reality as a “dm'iation . rw^'nmM^of 

“norm." If only compeation were unlimited,^C) J?™ “ 

these evils would ar^- ff Uicrc were no Trade Um^ or 
Minimum Wage Acts, wages would 

which ewryoSf would be emplo^. IF there were, no «rob^- 

tionS:oTSS hohttz\^ combinations a^lfin^ 

»taigh.y bnun. Bui i. Ih.™ ui M>l> 

workers would Ijc able OHitciuouslv to fin ^ or^uction 

Would the oulliiwing *^*^*^^ ‘ ^ j,. 



cvoyv^'herc at the lo^'cst poittblr costs? ^Vould nol Uic wagc^cutS 
that ViXiuld be made so reduce conaumuiK prav^cr as to make 
unctnployznenc worsej Uistcad of bett^? WquIcI not the com* 
petitive struggle rneati in pracdoc that In maai industries the 
advaiitagea of paats-pr^uerdoo could not be achieved at all? 

The economists usually add one further condition— 

tliat money muse be kept ^‘neutral” in economic affairs Banker® 
must not be ado wed, in boom pcrictda, to create adihdoiiiil funds 
by way of loiuu^ and thus to force prices up, or, in sluiupS;, to 
annihilate the money they have made, and render depression 
woTtc by forcing prices down. The earlier advocates of 
used to believe that this stability of the mnnetary supply would 
happen of itself if only gold money were used, esoept as sm;ill 
change^ or even if the currency were composed largely of paper 
exchangeable at will for gold* ^eir snccessors of to-day are not 

Bure, or perhaps realise the imposaibility of getting a him, ficlf^ 
regulating curren^* At all events, most of them advocate control 
but a control desired not to "manage^ the supply of money to 
suit the needs of the people, but to fix tlie supply beyond reach 
of manipuiatian by citlier banken or Governments- They want 
a state of affmrs in which, as production rises and the supply of 
money stands stilly prices wifi be continually forced down in 
enrrafipondence Tivith the faU in real oosts. Ilut in fact costs fall, 
not evenly over all industries, but at very different mtcj^ and in 
some indnstrics not at all; whereas the downward presaure on 
prices arising from a fixed monetary supply would mahe itsdf 
felt everywhere, in the industries tvho&e costs had not latlen as 
well as in the others. These industries, faced with falling profit^ 
would cut down output and employment: a general tendency 
towards depression wouJd be set in motion. Stability might 
ensue; but it wuuld be the stability of depression, and not of 
economic progress* 

Thi Ahfufaiy Faeiers 

Tlicsc monetary oonsiderationx are important in the study of 
modern capitalitm because, in the more advanced sedges of 
capitalist development, the financier succeeds the industrialist, 
just as earlier the industrialist succeeded the incrdiant, as the 
controlling figure of the whole s>'stem. It is nn easier at this 
developed at^e to draw an ahsolutely clear^ut distinction 
between finaucien and industrialists than it was previouriy to 
draw^ such a distinction between industrialists and merchanta* 
Some big industrial concerns comniand large enough capital to 
be completely selT-financmg, or nearly so, and to make no call 
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tipDn cither fuiancial house! for the im^ng of capita] or com¬ 
mercial baulu for crcdii iu their workiug opera tJOUS:^ But mpflt 
buslcicsscs do depend on the fiimncial market for capital-raising 
and on the commercial banks- for short-*-term credit—a-iid some¬ 
times for capital also. The great industrialists turn mto financiers 
as u-eil, M\d play a double role. It a jKjrteot of tliis change 
when the of England, whose Court of Directors liad pre¬ 
viously been draw fjxdusivcly from ‘die Cit>',' began to apwint 
to it great industrialist who had entered the ranks of the 
financial /fitr. It is in this rarefied region that the groat quesdor^ 
of moneiary and financial policy have been decided fay this 
financial iliUi, and according to iu ideas. The general ^ run ^ of 
industrialists and merchants liave merely liad to £ill in with 
whatever is settled for tliem: the dUu has decided when the scale 
of fausiness operations is to be (yEpanded, iUid wnoi it is to con* 
tract, or course, tlw fiuandcra have not settled *udi quMtions 
omnipotently, with power to make iprospcnty or depr^sion at 
will- llicy Lave been mterpfttera of the signs of tlic tnne^ as 
they ha\'e seen thcmi not free agents able lo mould events i>nthout 
Ihiut. But, for the fnaking of depression, if not nlumys of pros- 
perity, their wrd bns prevailed. They have altrays beep able to 
bring about a crisi* by reducing the supply of inon^, _ though 
they have not always been able to engender a recovery by increM- 
ijjg it—^fbr it has been beyond tlicir pow-er to Jorcc people to use 
the money tlicy have set out to , , , , .. 

Tills fidUiicial power, cl-t^Iy ^ ^ to-day ^ 

monopoly power of the groat Lndustrialisis, is the heart of modem 
Capit^SuTsocialkts, il‘ they wUh to supersede capital power 
over the economic ^vorlung of society* niiat s^e straight 
heart. Much nonsense lias been talked about it mak i ng no differ- 
CQCC whether the Bank of England was nauonaii^ or not, on 
the ground that the Bank, though In form a p^fc cone™, 
alre^v obeyed the otdert of the Cov^ent So it 
•931; but di it, in the crisis of J 931? 

very little difference vheUier the Bank of England was 
privately or pubUdy owned, as long as it was wwking m conjunc- 
lion wiUv a capitalist Government, detemuned to uphold ^e 
claims of Capitilisro- But a SociaJist Govem^n t, set on carryuig 
through a coiUuctivc Socialist plan and on k«ping etnployment 
full, needs to be in a position to the of Etig^d iw an 
assured instrument of^p™j«:t*. Such a Go«^ent by 

no means have afforded to leave the B^k m the l^ds of ^n 
hostile to these projects, even if the Bank had professed a general 
readiness to accept the Government ns gm - 
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Finance the F&wer undet A\hdern CapitaHtm 
The Ep^ncial po^ver is the key po^verj for several reasons. In 
the firsL place, tlie central l>ank decides how much tndney there 
is to be. Secondly* the coitiriKrckl banks are the arbiters of 
crediti dricidhig who is to get the advances asked Ibr^ and who- 
noL. Tliirdly, conditions under which iicw^ capital cati be 
raised dcpoid on ihc banks and the City houses, which can make 
or mar new issues and nmEiipuJatc interest ratc^. Fourdily, the 
banking system is the rcgnalatpr of the foreign exchanges. Fifthly* 
it is the barometer of economic confidence or mistnist. 

Long ago* Karl Marx signalised the capitalSst epoch as the 
epoch of monetiuy prcdoiniimncDc %vhcn he said thru the capitalist 
system reversed the natural formula of exchange. “CNIC,” — 
Commodity into Nfoncy, Money into Commodity—is the natural 
process, die c.xclianfiG of goods for goods w-idi money serving as 
intermediary. The capitalist Ibrmula is *‘MCM^*^*^lirIoncy into 
Commodity, Cornmodity into Mote Money . ITie capitalist bemiis 
with money ^ hires labo ur and other factors of production to make a 
commodity, anti sells the cammodity for more money tlian he began 
tvith* Monty seems to he both the sianing point and die purpfKc 
of production— moTtcy, not die real consumable goods. Such a 
system naturally elevates the fuiandal poivcr to the first place* 

Bui n&t in n Piaimed S&ciatisi Sj^stern 

A structure thus controUed largely by monetaTy mechanisms 
obviously lends itself readily to pLinn^, cv-en though its 
mechanisms have in the past been used ssithout anything in the 
nature of a plan* Hence arises die Ircqucnt delusion diat a change 
in die control of the monetary' and finajiclal agencies will suiEee 
to secure the use of the structure for widely different purposes, 
with little or no change in the industrial organisation itgelr It is 
quite true that control of the monetary and financial forces h 
indispaisablc for the success of any plan designed to make 
welikre the motive for productioui but it is by no means the 
case that this control alone will avail tn orient the entire economy 
towards plenty and equitable distribution instead of scarcity and 
Inequality* TTic uew orientation demandi purposive pbinnLng of 
what is to be produced and of the principles of distributioiir not 
merely of the total supply of mouey, or of the total siuni to be 
devDled to Investment and therefore also to consumptiouK It calls 
for rapid expanaon of some industries and orderly contraction of 
others: for ^cial mertsures to cheapen some goods, vital to the 
success of the phm or to the standard of living; and for the 
relating at each stage of prioridfs in the order of production to 


tilt avaJl&bit supplies jind ta the geographica] distribution of 
man -power ssiid other rGsotirces- Hie Rnatio^ mechanisitis 
be of great unportaocc in the opefation of these wdder^ industrial 
controls p but mianciaL control cannot temovc the need for duet^ 
planiung, m terms of the available resources of biman sJdlt and 
capacities, of land» and of accumubned industrial capital. Sonai 
plantLing—planning for wd&rc—must be csscntiaily a planning 
m terms of real resources and not of money, and abo>c all a 
planning in terms of the knowledge, the skill, and the capacity 
for service of the men and women upon whose response the 
success of any plan will finally depend* 
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CHAPTER in 


PLANNING AND THE NEW PATTERN OF 
ECONOMIC THOUGHT 


People are apt to talk su if coonomic systema m\isl 
be wholly plannBcl or wholly pLaxJe«, whersw in fact tio sjWM 
h dthcr of LhcM things. The Soviet Union cahTjft t4ikch hj the 
most completely plmmcd economy hi the ^wrld; but even there 
a comiderable amount of prodticLioii Is carried on without any 
defliutc plannings On the land^ even if we regard the work on 
the collective farms as fully pliinncd—ivhich it is not—the 
members of these farming group are left &ee to carry on a sub* 
sLintial amount of production on their owTi subddiary holdings 
and to sell the product in the open market. In industry^ side by 
aide With the jtaleHDvvncd fectories in which large-scale produc¬ 
tion is carried on^ there are many thousands of ari^Is or asaoda- 
tions of artisan producera^ whc5sc work is for the most port quite 
unpbruicd by any centr^ i^ulaling authority. Thcac parts of 
the economic system can be left unplanned without any risk of 
destroying the advajitages of plann^p Tlie planning authorities 
can take note of what Is produced in the unplanned parts of the 
economy^ and can fairly wcH anticipate what is likely to be 
produced in it for as far ^cad as tliey need to look. TJie na tion ^ 
plan could gain nothing from an attempt to plan everything; 
and the complexities involved in liyLng to plan the output of 
a host of small-scale producers would be a source of constant 
trouble and irritadon. Thus^ ibe most completely planned 
coonotuy wc know of has its unplanned ride. 

Piann^d and Unpimned EfonainitJ 

At the Other extreme^ wc may take the Umted Stales as Our 
example of the least planned type of capitalist economy. Even 
here* some things arc^larmcd, and were so even before the’SeW 
Deal^ T.lic United States tarilT with its heavy' dudes designed to 
exclude many classes of foitdgn mauufacturrsj was a sort of 
planning in the interests of American manufactwers. The United 
States had its public uUlity services, run under public regulation; 
and its naddnaliacd central banJdng system^ organistd under the 
Federal Reserve Board, was fer mote planned than ours. Since 
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tlic New peal, then; ha* been much ttion; pbniiin^ in America, 
even LiciCbrc ttie economy ivos turned over to meet the need* of 
war. There irere special plans to re®uJatc 4gricultui^ production 
and marketing, to stimulate housing, to prcscr^'c and improw 
forests, and to develop electric power and promote econoi^ 
improvement in b;id£Vinud areas. I’hc Tennessrt Valley Authority 
is an outstanding eatamplc, dra^^Ti from American experience, of 
the bcnclidbl cnccts of economic pbnniiig in a particular held. 
There were* and are, planned sections in the mainly unplanned 
economic system of the United States. 

Yet, despite these exceptions, the contrast between the systems 
of the United States and of the Soviet Union docs hold good. In 
the Soviet Union, it.il KHticljody’* business to draw up a genend 
plan covering the ccotuuny as a whole and providing, in broad 
outlini^ for the diatfibution of die available man-pow-cr and 
materials, and of the Jactoiics and ntadtincs, beftveen aliernativv 
forms of production and sen'ice. In the United States it is 
nobody’s business to do this, or even to ensure, except in lime of 
war, that there shall be enough production to use up aU die 
persons who arc looking for jobs, or to prevent usahfc cam^ 
instruments or supplies of materials Iram being tvasied. Tbe 
Soviet Utifon can afford to leave the detailed use of some of its 
resources unplanned^ but it does this m the knowledge that die 
working of die part* of its economy that have been planned will 
ensure that there shall be nn failure of demand for products from 
the unplanned sectors. The United States, on the other hand, up 
to the time of the New Deal, planned with a view only to par¬ 
ticular and not to general results; and even the New Deal 
planning, though it was meant to mcrcasc the total volume of 
emplDyimcnt, tvas made up of expcdittit* dmi^ to m«t what 
was regmded as a temporary emergency and did not mditdc any 
attempt to plan the output of the imun mduainca or to tell the 
general run of private employers what they were expected to 

Thus the real contrast bctw«n pbnncd and unplanned 
eennoSe* 4jISr* to have two asp<^t^ In mainly pbnn^ 
economy, th^ is an attempt to r^to total p^uctmn, m 
order to ensure foU emplnyment and the fullest possible of the 
available resources; and there is also an attempt to demde in 
^vance what proportions of man-pw'nr and other rcsomccs are 
to be devoted to the mam al.tcnia Eire uscs-how much to pro¬ 
ducing capital goods and how much to wmumers go<^ and 
how ranch to each main sort of each. It « ‘ff««“ 

mainly planned economy not to leave either the 
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of pmduciion or ils ii:itujfr to be settkfL by the decisLom 

of A Jnjgc numtKr of independent producm, but to Attempt to 
settle both, on broad linca at least, throuigh public bodies mpon- 
dblc to the Government^ and Acting under its AUthoritv. As 
Against this, in a miunly planless economy, there Is mmnahjf no 
attempt to settle either the total volunic of prodtictlon or its 
dutribution among varjcnis kinds of goods and services* though 
there may be “planning* to mcreasc or decrease the volume of 
production of cenain particidar kinds, e,g. more food, more 
houses, Ics whL^ky, or cven^ midcr our topy-tiirvy economic 
arnmgcmerits, feu^r ships, less steel or coalp fEnver hpgi, or less 
Goficc or rubber. 


Plaimijtg in Emirgmeifs Onlj 

I said "oarmally*’ because there h an inteTxncdbtc kind of 
economy, normally unplanned, but designed for resort to a kind 
of pianning uben thinj^ go badly wong. Tlic New Deal m the 
United States of thb tyM, It was assumed that under normal 
conditions both the total volume of production and the q uantities 
of different goods and services produced could Isc IcA to- be settlt^ 
by private enterprise^ but that* when the failure of private enter¬ 
prise to adiievT satkCactory results became, or threatened to 
become, particularly flagrant, the Government should step in, not 
to take over the gcoenJ control of producticfn under a compre¬ 
hensive economic plan* but to private enttrpisc by 

providing additional opcniiiga for em^b^TOent* if possible up to 
the number required to bring all tiie available rcsourees mto usc^ 
It was hoped that* where the Government stood ready to do thb, 
its actual intervention in the labour market could be kept fairly 
small, because the stimulus giwn by its action would encourage 
private employers to engage more labour and to expand output, so 
that tlic Slate's port would be merely that of ^'pump-priming'"— 
to use the current American phrase. Unplanned* priv^itc provision 
of employment And decision ^vhat to produce continued to be 
regarded as in the natural and normal course of things: public 
planning and provision wore thought of merely as partial ex* 
pedients for meeting an abnormal situation and as needing to be 
kept down to the loAvcst possible jioint. Even so, there was 
prmigious hatred on the part of American capitalists for the New 
Deal, although they' themselves were profiting by it in latger 
markets and mcrcascd profits. ITicy hated it* because they saw it 
as the thin cj^ of n wedge of public control and planning of 
economic affairs. 

As we shall see later in this book, the prograititnc embodied 
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in the OiurcliiU^s Government White Paper on EmplqyTnfni r&lkyt 
issued In 1944^ of the same orticr as the American ftountcr^ 
dcnressioti policy knoiATi m the New Dcal^ *l"he anthort of the 
W^nitc Paper regarded the detennj nation of the volume and 
character of production as normally the business of private^ 
profit-seeking enterprisef and were prepared to invoke stnie action 
only when the demands for Jabmir made by pnvatr cnicrprbc (ell 
short of what ^vas needed to secure "a high and stable level of 
^mpjoyment.^^ They did not conlempbte the making at any timCt 
by the StaTc or by any other authority, of any Qomprehendve ptan 
of production. The fiirdicst point to which tliey were prcj^aried to 
go, even in genci^, was to admit the Statens responsibility for 
intervening to mamtain (or if need be depress) the total volume 
of cmplojtncntj by providing enough jupplej^nia^ openings to 
make up the deficiency left by private demands for labour or by 
cutting down pubUc works in periods of^ewer-activity.' They did 
not eonieinpUtc at ail that the State, outside the rartge of its awn 
production or of what it spedally ordered and paid for as part of 
the public services, should plan whut shoiild be produced., Tliat 
1^-03 still to be a matter for private, profit-seeking enterprise, 
responding to the conditions of money demand. There to ^ 
no general plan, even in times of threatened deprs^on or cruis: 
Only a supplementiuy plan, for ckmg out the private demand Ibr 
labour and wilhngiicss to prcxiuce. 

An economy based on the prindples of the Wiite Paper of 
1944 (or of the New Deal) would stUJ be in t he main unplajinrd, 
though ip fact the thorough pursuit of full employment nugbt, as 
opponents readily saw, carry the State much fiinhcr in the direc¬ 
tion of plaunnig than it had originally been intended to go. 

P/anfwt Ecomna^ 

Thus, though planning is a poattcr of degftt, the csentml 
diflerence bcts^’cen maiuly planned and marnly unplanned 
economies is that in the one case there n a general plan re^-* 
lating the choracteTp os w^*ell as the total amount, of production 
and employment, whereas in ^he odicr there is not. 


Pascitt Plying , ^ ^ ^ ^ 

In ihis «H3C. the economy of the Umoii drBmtcly is 

planned, whereas Uic eConomiB of die United Stater Gi^t 
BHtain, and most other capitalist cpuntnes am defitii cly 
r.i^^ R,.i wW. in thii dassificatJOT), arc w« lo plate the 


S^JhSpay ^niiany and Fas^ 

or of ImEeriali^ Jap^? to none of th«e countries, under thor 





touUitanufi regimesj were the meuis of produetion for the most 
port publicly ownedp so tlmt their Governments could direedy 
determine the volume of production and employment in each of 
the main industries and occupations, (^pitalut productiou for 
profit pemained in being over the greater part of the ecdnomic 
field; but employrrSj Insteati of being aJIowed to determine their 
production [^lii^ for thcmseU'cs in accordance with their css pec- 
tationa of inajdmuni profit^ were cotnpelkd to adapt their 
production and employment programmes to fit In vrith the 
requirements of the Government. In return for their obediencei 
the Government for its part gave them an assurance of dodJe 
labour, by dissolving fiiee Trade Unions and making the regular 
dan of ^vagts and conditions a public^ or quasi-puhTjc, function^ 
and gave them also ill effect an assurance of markets and of 
adequatej, though not excessive, profits as long as they reached 
even Eolcrablc clldcncyj This latter assurance arose Crom the fact 
that the CJavcmmcnt, in diverting a large part of the man-power 
and equipment to the production of armaments and of other 
goods for public consumptiDn, created conditions of shortage in 
5ic supply of ordinary consumers^ goods, so tliat there w-as little 
room for any firm, except the most inefEdent^ to be left with 
unsaleable wares on its hands. Moreover, the Government’s 
demand for foreign exchange for the purchase of materiaU and 
other war requisites involved a pushing of export trade, w^hcrc 
necessary by means of subsidies^ and t^ factor aggravated the 
intemaJ shortage of connuners^ supplies. 

It was clearly possible, under the conditions which existed in 
Nazi Germany (diough not under tJiosc of much leas efficiently 
regimented Fascist ttmy) For the Government to establish and 
maintain full employinent witliout actually owning or managing 
mare than a small proportkm of the industries providing the 
employment. It was further possible for Nazi Germany to regulate 
the general character of production—that is, to pumie its 
announced policy of ^guns b^rc butter’—without abolbhing the 
profit system or issuing precise directions to every industry about 
what it should produce. The Nazi GovemmenE ^vas able m do 
this because, ev-cn apart from its final w^capon of sheer tcrmrisiiij 
Li had in its hands a number of key control which it could use to 
compel employers to do its will. ItjcpiiEtolJcd absolutely the 
banking sysiem^ so that no one could get creJif agaittSE its desire. 
It oontTolltd Ehe capital market, so that firms could neither raise 
fresh capital nor even rc-invest their awn profits wiihout its 
consent. It controlled both imports and iht of paying for 

ihem^ so that it vras in a position to ration at will all imported 
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suppUt^ of nmirri^ Of mamifecturcs: indeed, the rationjng oF 
foreign occEartgc cmne to be one of its princit^ x-veapona m 
beading industry ajid eonmicrc^e to serve it* ends. It controlled 
the supply of labour, ^ndj completely authoritarian 

Govermnen t, it could hjavic controlled anyth mg else it bad needed 
to Control in order to make its will effective in econoimO aSairs. 
It could even, if that had been requisite, have compelled 
employers to go on producing at a Joss untS their tesouruM were 
exhausted, and could then have JtepC them going indefinitely by 
means of sulTsidics from its controlled banks or From its own 
Treasury. 

Dm this prove that all the essentials of a planned economy pn 
cooclst with capitalism, in the sense of a systroi under wltichf 
from Ihc standpoint of the cmployi-T, the mcendve to pr^uction 
is that of private profit? iJaja sense, yes; but the diflOTn^ 
that, although the buriness mircontintia to for profit, 
actual profits he makes result not from the fr ee play of the market 
but fram the dedsioiu of the Government. The employer, in 
carrying on tlic managtcmcnt of productioii, is no longer in eflect 
deddh^ what to produce in the light of his estinmie of marke 
demand. He it responduw to a public decision about what it i* 
to be made wmth hi* whtlc to prodiifie, or even about what he 
ts to produce though it is not worth his while. The form of 
capitalam remains; but the entire basis of the system has been 
changed by the substitution of a State plan of production for the 
*^no plan^ of an imrcgulatKl market economy ■ i * 

It would have been impossible for the State eBeeaveJy to 
regulate the chaiactcr orptoductlon in this way without also ^- 
laiing its total amoimt. H.was an essential part of the ^aju ^me 
of tWpM that the State should itelf ^rnre a considcrahlc part 
ofwhat was being produced and should thus ensi^ the adequa^ 
of total demand, TTie State could not have effecurtly oideted the 
private owners of industry to prtsduce what it w^ed to be pro¬ 
duced unless it bad been able to ensure a sale for the products. 
It was able to ensure this sale, bemuse it itself m ^ market 
as a buyer with a practie^y mfflbablc djan^d. The S ate 
wanted ^ the armaments it could get, tod that meant all it 
could spare the man-power to produce after meeting the mdis- 
pcnxable needs of consumpbof*' 

Coulfi Fascism kaix Pltnts? 

It U intCT«ting to speculate wheth-r an economy on the Nazi 
model could he suoeessfolly organised ex«pt on a 
don for war. Theoretically it could; for there would be nothing to 
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prevent the State from sj^nding on public ^vor'ks or on free 
services as much as the Nazi State actually spent on war prepara- 
tioHj and thus keeping demand at a high enough level to sustain 
full employment, A Fascist economic system tn theory, put 
"butter* instead of *guns* at die head of its ischedidc of priorities. 
It iSj hortTver, ddlkutt to suppose that such a situation could 
arise in £ict; for what In practice made the Nazi totaliiarian 
regime possible was its warlike cJiaracter, its appeal to nationalist 
sentiment and to aggressive feelings of rndal superiority 5 and 
without these appeals^ which were bound to carry it into avotj it 
would have had no means of enlisting mass support. If the Nazi 
leaders had been aiming at ^butter* Instead the German 

people would not have been content with 'butter/ but would 
have demanded l^cdom as and the demand for freedom 
would have been JhlaJ to the rigid system of controls on which the 
success of the Nazi plans depended. I'hc wnrking dasses would 
not have consented to the regimentation and refusal of r^hta of 
association which ensured their subordination to the employers: 
the cmplwcrs would have kicked against not being allowed to 
produce what the>^ thought would pay them bestj and the forces 
on which the system w'oijJd have had to rely for its defence would 
not Itavc been able to stand out ^definitely against the demand 
for a return to some sort of democnitic or parliamentary means 
of ejcpres^on and of influencing public policy. The Nazi totaJi- 
torlan economy tvas essentially a s^-stem organised for aggnssive 
war« and would have had no meaning apart fl^in this. 

Sotiei Plimnitig 

Why;i it may be asked, docs not the same linutatlon apply to 
the planning system that has now been in operation for nearly 
a gencratiou in the Soviet Union? The Soviet Union too has 
devoted a considerable part of its resources to war preparation^ 
not because it has been planning aggression but b^use it has 
feared attack. But the divenion of man-power to w^ preparation 
in the Soviet Union was never a means of saving the Soviet 
economy from a crisb due to deficiency of demand. On the 
contia^^ it was a ixgrcttablc necessity, arising out of external 
conditions and resulting in a lower standard of living than could 
have been achieved without it under the successive Five Year 
Plans. There ha* never been for the Soviet Union any problem 
of disposing of any total output of goods and services wbidi St 
could e<|tnp itself to produce: nor could there be such a problem 
in an ewnomy entirdy itidepcndcnt in all its main brandies of 
the profit motive. The Soviet Union did not need lo work through 


employers who hod to l>e allowed siioh profit^ as would indtice 
and enable thexo to employ the available Labour in producing ihe 
Largett possible total of goods. The Soviet ccemomy worked oti 
the of deciding first of all how much could he producedj 
and of allocating the available prToducth*'e power to various uses 
in the making of caph+tl goods^ consumers' goodsi and semoea^ 
and therewith of distributing to the people enough purchasing 
power to cnahlc them to Guy all the oonsumcra" goods and 
services that could be allowed thetUx Incomes and priceSi as w'ell 
ii production^ in the main industries and services \mtc under 
direct and co-ordinated public control' and it made no difTerence 
to the stability of the system whether the State itself ordered few 
or many goow, leaving many or few' to be boiighi and consumed 
by the citizens individual]yi Planning ^vould ivork equally well 
either way* provided only tkat the public authorities used reason¬ 
able common sense in setting aside a part of the current produc¬ 
tion for capital renewals and extemiom, and in proportioning the 
relative supplies of difTcrent consumers goods and services to 
llie real requireracnis of die citicens. 

Indeed* one can go furthef. Even if the Soviet planners made 
mistakes in organising the relative anpplies of different goods— 
for example* so that persons who would have preferred more 
boots had to accept more shirts instead—the stability of the 
system w^as in no wise UireatcnedL ITiere was a loss of welfare^ no 
doubt; and persistence in such errors of judgment woiUd have 
been bound to make the pbniiei^ unpopular, and ivould protebly 
have led to thdr replacement by others. But, the shjrts being 
wanted only lew than the boots, ihcrc could be tto question of 
ihcir failing to find buyen when Lherc no more boots to be 
hod and people still Jiad money left to spend. If people had 
refused to clear the market of shirts at the planned pricc^ it 
might have been necewarv to offer them at a lower price; and in 
that oi-ent the State might haw had to metrr a bookkeeping low. 
But the appeanmee of such a low would serv ed m a signal 
fcv'cn if there had been none before) to amend the plan, wink 
the speedy clearing of the market of boots would have shown 
that the nght course was to produce in die next planning penod 
relatively fevver shirts and more boots- 

Case agatiui Planning Answeffd 

TIic opponcnis of planning contend that 
errors and to adjust pLans of production in 
sumcra" denumds for the vnnom products 
that the eonsumers^ v^ishes will really b 

167 


this power to coirect 
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affords no assurance 
t metj because the * 





demand far a commodity is not something absolute hut depends 
on the price at which it b offered for sa!e« ThiUt if the plannen 
decide to limit to a small amount the supply of a particular kind 
of gDods» and at the same time fk the price high, supply and 
demand may bolimce at that price, although the consiimeri 
would sooner have had more of that thing at a lower prioei and 
less of something ebe which diey actually bought because it was 
cheaper* Such a situation isj of course, fully posaihlc; indeed, it is 
a perfectly (omUiar situadou under the capit^isi system, wherever 
any sort of monopoly exists. It is of the very essence of monopoly 
to offer for sale, save under conditions of very elastic demand, 
lesi than could be offered and sold at a price adequate to cover 
costj. Such a thing could, no doubt, not happen under the purely 
imaginary ccmdxtions of perfect oompedtion; but it can and does 
happen under unplann^ capitalistn^ and there h nothing to 
exclude tlie possibility of it in a planned system. Even sOj plonmng 
has die better of it; for, whereas under pbudess capitalistn tRm ii 
no assurance that anything at all will be produced mstead of that 
which the monopolist decides not to supply, under a planned 
f^^iem aiming at iullemplo^ent something cb^ will be produced, 
even if it docs not ^ve the consumed quite the some amount 
of satisfaction In rdation to thedfort expended on its production. 

Though this lesser evil might occur under a aystem planned for 
welfare, it could occur only tf the planners inadvertently mxide 
a mistake, w^hereas under planless capItoJista the greater evil can 
be made to happen quite deliberately, os a meonis to higher 
prohe. I am of coimc excluding the co^ in which p under citlier 
fyseem, a particular thi^ may be made scarce and priced high 
for the set purpose of limiting eonsumptlan—as in die farruliar 
instance ofhigh taxes on beer and spirits. Such a case raises quite 
different issues, which are not here in question. We may confine 
our argument to those cases—the vast majority—in which there 
is no desire, on social grounds, to increase or diminish the con¬ 
sumption of one thing as against another^ and we may assume 
that, in such cases, the planners' object will lie to giv^ the con¬ 
sumers os nearly as possible what they want. 

Coslt and FHm in a Planned Econon^ 

In order to achieve this, they will naturally price things in 
accozdance w^ith the estimated costs of producing them, on a 
basis of average unit oosL* The purpose will be to cover costs in 

1 I hm npt ipMc hm to eottiajdef the AlE«Tiiiiff\-e of ptidna a.t nwguiiJ^ 
of ivcfagc, CWl. IHidrcd^ to do lo would nwitly conmti^t^ the :irgu- 
mcoi, wflhout contributias any new point. 
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each branch of production, and thus tn copier the 

means of apportioning lus expend hurt in rclaiion to the real cost 
of TT|pa rin g hijt \%T 5 hca-1 w doixig ttiiSi the pluimcrs do not have to 
jitort from licratchi without any sidvancc knowledge of the con¬ 
sumers' desires^ They alfcady know hotv DOfiftiimetis have actiuiXly 
distributed their expenditure in die past, and thus lia^ also^ 
any rate a fair idea of the relative chiscicitics ordciuand ^ 
.»la«rH. ofgoi^—that is to say, of the rise or fall in demand likely 
to mult from a small upvi-ard or dowmnard change m pnee. 
The pliumcrs thus be endeavouring to antidpate the con¬ 
sumers' requirements and to bring about an dumbution 

of productive naoinces in relatioo to them. ^ ... l* ■ 

At this point, the critics of pUuming break in AVith the objcoion 
that the whole conception of real costs loses its meaning if inere 
is no free Wtet in ‘foCtOTS of production —that s, m 

in capital, and above all in labour. Under condilions of ^ 
comp^idon, they tdl us. the price* of three ‘&ctort are setdt^ 
in the last resort by the eoMumei?, whew demands dwde how 
much each thing is to be sold for, and thus bow much a to be 
shared out the ‘factont' used in preductug it. Adoring 

to this view of the ease, under competiuvc capita!'^, roe 
monopoly or state intervention, each or rather i owne , 

gets pr^lv what it b worth-pi^ly what it contributes 
tOH Jds the value of the prwiuct. What the consumer pays for 
the final article is broken up. ^rougli wch ''f 

production back to the original materials used, mto share Im 
fand, labour and capital determined by 

successive markets so as to correspond in each foctor^s prtn 

this wrre theoretically true undre fully oompetitiiro 
conditiona, that would not make it true ^y 

lalist system. But is it true, even where compt^ljon is m pw^ 
as cati^ imagined? Tbe mgum^t starts out from 
dcmand-eff«tivc demand, backed by purch^mg pou^r. It 
«f 9 ^ ivti that is to say. with the consumers’ mcemre already 
settled and then it proceeds to derive the producers’ incomes, 
SSS4 tho« of Jdownere and capitatots as w^U « ^rken. 

horn 

they are the -- 

sets of incomes are the same mcornea regarded fi^ 
rlifTnvnt asDccts It is therefore no wonder if the assumed dw- 
SSSTSniere’ incomes leads straight to the mme 
Stribution of incomes among the producos, and appeani^ to 





jusUTy each income os a mujuid coiTespondijw to ihe producttvttv 
of the factw o^vned by each of the reeipiMti. No other naJt 
could ansc from so csscntialty circular kn argurricnt. 

All tliat ^ in truth b™ proved is that, under conditions of 
full compctitjon any casting dUtributfon of incomes wiJJ tend to 
pcr^iuatc Itself, as long as no disturbing itiflucnces arise. It is not 
at aU [iroved that the distnbuiion of incomes which was laJicn a* 

f ™ "I any raa] accord 

Mth the poductjvity of the various &ctore~for plainly a different 
d^bucio^n of mcomci nsulting in a different distribution of 
effreUve den^d, would lead to valuing some 'ftetem' more 
highly and others at a inner rate. 

HifW con iAs Plwmtrs UU whai to Produce? 

So far, it b easy to dcmolbh the case of the anthplaimera. bv 
aho\«ng that, even under thcir imaginary state of full com¬ 
petition, the mo^ costs of the various Taciota' of pradiiciion 
ivo^d oomspond, not to real costs, or red productivities, hut only 
to the prices set on the factors as a consequence of djc existing di^ 
tnbuuon of mcomes in the community. This is indeed a sufficient 
ai^er; for it blows sky high thdr contention that there b anv* 
dimg entitled to command our veneration cillicr in the existing 
^tribuQon of moomes w in the waynj of dbtriLuting man-nowt? 
tetween altcraauvc brandies of production under planJess*^ci- 
alisni* It may, howtycr* still be true ihM an economy pbnncd 
^ough It IS no worae, is no better in this reawit. It I* 
m iact, the ^vouritc last argument of the anti-planncis that an 
economy which departs from the 'biw ofthe market’ can have no 
mea»f at ell or dccidmg hoiv much cadi 'factor' of production b 
worth, or ought to ^ paid, anti that accordingly it can have no 
me<^ at all ofpncing its products according to their real costa 
bo Jar, tre have met thb argument only with a tu gaeout. Is theni 
more to be satd on the plannns’ side? * “ 

Tlu Feetors ef Pndaetkn. (a) Ichaur 

Suitdy Aera b. But in order to say it wts Jiave to dificrenMate 
l^tween the factora of production, instead of treating them as if 
they WOT aU of a co^on character, Tand. Capita] and klSm 
may all be iactori of prodimtion; but they are not aU prodj^ers 
m the s^e or recipients of the lewmds for prKTtS^ 

l^nd and capi^ recet^ no incomes, and can enjoy'^nSJ^, 
incomes derived from them acciue to men who are Vegar^d bv 
law w convenunn a. dm beneficial owners of these tbi^lSl.7 
on the other hand, is incarnate in the labourer, and^^Su^ 
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scp^miicd from him; and, except when the labourer is a slavc^ 
whatever is paid for labour accrues as Lneoinc to the labourer^ 
Let then, consider separardy land and capital on the one 
Inmd, and labour on the other 
'Fhe purpose of the whole productive system u-e may presume 
to be the furthcranoe of the wdl-hciug and happiness of men and 
women* Acoordinglyp the lath's of distribution, if they are to con¬ 
form to this end, miui apportion incomes primaHiy in Fcladon 
to it. Incomes must, however, be distributed also with a second 
pUTfKjse in view^—in such a as to serve as incendves to pro¬ 

duction p as Jong as such mccnth'es continue to be needed, ^fhe 
best distribution of incomes is that whicli best holds Uiese wo 
considerations in balanccp giving the correct weights to the direct 
promodon of individuaJ and family weUarc on the one hand and 
to the provision of incentives on the other* But how are we to 
judge of what is best in this coimccdan? Clcady^ there can be no 
alDstract principle of determinadon, and no exact quandtadve 
test The Fcaching of the r^ght condusion is a matter of common 
sense. Just a$ it is a matter of common sense and not of at^stract 
principle how much of its produedve power a community can 
best devote to the increase of its future capacity and how^ mudi 
to the immediate sadsJhction of its dtkens" wants. 

Thi FtobUm ^ /ncval^r wtd^r Piamdng 
If wc assume the amount of capital accumulation to Imve been 
decided by the planning authdtity, instead of being left to be 
settledj as under capitalism, by the extent of capitolLsts^ A%''ilJ[ng- 
nc» to invest their own and other people's money in mstruinents 
of production in the expectation of future profit, there remains 
the problem of providing for the immediate needs of consumption 
and for such incentives as may be needed to Jtcep production at 
a saitsfactory level Obviouslyp the aim of a sodety which is 
planned for wel&re will be to distribute in the form orincenm'ea 
only as much as is necessary in order to elicit the required 
responses. The more equalilarian the general Living conditions of 
the society arc, the smaller will be the incentives that will be 
needed. This follows h^m the fact that a small addition to a 
relatively smaJJ incoine is ivorfh more in terms of human satis¬ 
faction than a larger addition to a Imger incomej os well as from 
the fact tbat^ when ao one is rich, there is mueb less Inducement 
to seek to become ricli than when socic^ is divided into widely 
separated income classes enjoying very difTcient degrees of power 
and prestige. To discover how much is ncccssaryp under any 
particular set of cxiuditJons, is a tnattcr for trial and adjustment 
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in Ihe light of experience, not for abstract tiicormiig(A]l that eaui 
be sa«i with cordidcnce is that the magnitude of the inccnlivcs 
offered at the top end of the 5cate in capitalist societies b a by- 
product of the cias system ,\nd is not the le^nsc to any 
fundatncntal law of economies or of human naturd 


TTu Facftrrj of Production, (4) Land and Capital 

ITm brings us to a wmideration of the other TacloiB’ of pro* 
duction—land and capitai Evidently, no inducement needs to be 
Dlfc^ to land or capital, as such* The inducement, if any is 
needed, is to their owners to inalte full use of them, or in the case 
of rapi^, to augment die supply. To the eartent, however, to 
which land and capital, itutcaid of belonging to private indU 
vrduals, bdong to the community itself; plainly no inducement 
need be oflered to the owner; far the oammunity has tuflicient 
indiic^ent to mahe use of its own rcsourow for increasing the 
w^th and wel^ of its citizens without offering itself bribe* 
which tvould have to come out of its earn pocket. Thus, to the 
extent to which the principle of common owncrahip is applied, 
one great mutoc of inequality of incomes disappean, and with it 
g^ the need to offer to personal skill and enterprise incentiva 
of the Size called for where there cadsu a wealthy daas dependent 
on otvnerthip and not on personal exertion for its enjoyment of 
luxury and power, 

society in which the main resources of production 
arc publicly owned inequaJitic* of income will not disappear But 
they ydll be drasdeaUy reduced, not only by the disappemraa^" 
or at Iwt tlie vay great diminution, of the classes dependent on 
owoOThip, but also by the greater tfBciency of small rewards in 
^ciOfig effort when the underlying distribution of incomes is 
leas unequal. It may be possible in such a society for one man to 
receive, m exceptional cases, ten times as much as atiather It will 
certriidy not be possible for him to receive a hundred or a thou- 
sand tiixici as mueb^ 


In effc^, what I am saying ii that, in a society planned for 
welfare, the raearmiglcss question whether each person is betnir 
r^rded accoTthnE to h« specific productivity will not aris? 
A mto s mwiM wdj be made up of two elemcnt4-a basic rcS] 

him as a adzen. by of h» needs and on the sole condlBon 
of ^ readiness to perform his civic duties to a iramnable extent* 
^a mppiementm^mm. wHch it will be the aim to nthiimsc’, 
payable not as a reward (br productivity, but as an inducement to 
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do his btist £tnd to giv€ the comniiiiiity the Jand of services that 
it rcqmrra. 

What this mcaiia ii that the conmnuiity viM need to fbc i^^ages 
and other forms of pajment for work at levels which Avill in 
practice bring about the required dJiCtibution of man-power 
among the various branches of production and sex^'ice, and will 
elicit in each t)pc of occupation the necessary' supplies of specihe 
skills and efforts. Wages and salaries and other pay'ments for work 
will thus represent not the economic results of productionp but its 
basic costs. Pri«ring of goods and services will be determined, m 
normal cases^ in accordance with these socially regulated coats of 
man^power^ save to the cxteni to which the quantities of land and 
capital used in producing the v^arious commodities are also token 
into account, 

/j Piitming b4iund U> ^ Afbiirai^^ 

Let U 5 leave over Jbr die momcnit this complication of the costs 
of the non-human Tactors^” of production, and consider how far 
w'c hav% an adequate positive answer^ over and abow the 
negative aimra given already^ to the contention of the anti- 
planners that tlicrc will he no valid way of determining what 
distribution of the poweis of production will yield the best results 
because the labour costs which w^ affect prices, and therefore 
oonsunien* demand, will be in truth entirely arbitraryi The 
nature and amount of the inducements to productive efficiency 
that will be required will depend on what it is desired to induce^ 
Tisc pattern of inducements needed to bring about one pattera of 
ptoduedon will be diffetent from that needed to bring about 
another, 'fhe pUnnens may be able lo devi^ a pattern of induce¬ 
ments to fil the pattern of production which they have choscuj 
but tile pattern of production itself is bound to be arbitraryi and 
this, it is saidp m^dates the endm system as a means of pro¬ 
moting wdffirc, ^ K I -1 I 

But does it? ^^Tay U the common sense of the planners, guided 

as it will be continually by the actual chmtg€S m consumers' 
relative dcmaiids, a worse guide to the distribution of tJic 
resour™ of produedon than the higgling of a market dependent, 
as any market is bound to be, on the actual distribumn of 
incomes? Is not such common serw likely to be, not merely 4^ 
good a guide, but a grcatlv superior guide to sensible actton« 
It will not be so, of course; if we assume that the placers are 
bound to be foob. or certain to be pciv’crsct but why should we 
assume cither of Uick thin^ Those ivho arc anii-deincfiranc on 
prindplc may be josufied in aastwiing that, if the people choose 



the ptannen, fools or Isnaves are bound to be dioacn; hut the 
mntention come* strangely from those who profou to be up¬ 
holding the right of tlie detnocratic consumer to have prod ue lion 
ot^msed according to bis prcfeiences* 

■ L '^ursc, the antt-plnnners are upholding, not the 

right of choice of the drinocratic consumer, but the right of the 
moneyed man to have mej-y shilliiK he is able to spend given the 
same we^ht in determining what « to be produced as the poor 
■mm shdbng. Fliey arc advocating plural voting by rich men, 
the conn not orhcauls but of Morcovcr| [n doin^ so, 

they taltc it for granted that a landowner or a capitalist has the 
right to vote in respect of cadi shilling of hb income Just as much 
w the ttMn whose income is derived from labour. Usually, they 
defend this thesis by maintaining that, unless thb right b cen¬ 
tred, the land will not behept in good producUve condition and 
the accumulation and upkeep of capital will be brought to 
a stand. ^ 


Publk OwatTshi^ and t/u Ralt of tnterest 
TTib contention, we have seen, ceases to apply to tlir extent to 
which the Mi^unity itself lakes over the ownership of land and 
capital and therewith the responsibility for their maintenance 
and impitn^oicnL out of the eun-ent product of industry'. But it 
fcmairts to be considftred v>^hethcr in the pricing of tomnaoditica 
any account should be taken of the relative amounts of land and 
capital, as well as of the labour, used in their making. Clearly 
there is notliing to prevent a planned economy from doinE this 
to any extent that may be thought desirable. Even if rem and 
mterast are no longer pa^-nble to Indh-idual oivnera of the means 
of production, the State can charge to the cost of production of 
any commi^ty any amount it pleases as rent for land or as 
mtercsl on the capital goods employed in producing it. "Ah, but" 
exclaim the anti-planners, “any such chaages will be purely arbi¬ 
trary; for mien if the ‘Ricaitlinn* rent be still determina ble by the 
yaryii^ pr^uctivitics of difTcrent patches of land above the 
maiginaJ Jand,! there can be no way of settling wliat rate of 
interat ought to be charged unless there is a free rapital market 

of""O ro-«. of 

^rd Kipmes has.sufficicndy shown that this is not the way in 
which, iti fact, rales of interest arc settled in the world of capi¬ 
talism, War cxpencnce. m the second World War as oompai^ 
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with the first, has provided an even more cogent practical 
demonstration. Tlic rate oftiitemi b not, under capitalbm as we 
knmv it lo-day, a natural outcome of economic laws: it b a result 
of deebions taken either by the State or by those who control the 
money market. It is, in effech, arbitrary, and can be rabed or 
iowcT^ in accordance with opioioits about what is desirable Ibr 
the benefit of the community, or for the tendit of any group of 
pteraons who may get the povfcr of decision into their liands. 
llierc b no ‘natural’ rate of interest, as the economists of other 
days used to bdievc: the rate b arbitrary, though rdatist rates for 
diJlcrent types of loan are less arbitnirj', under competition, than 
the basic tale or rates which alTcct the rest. It b therdote no valid 
point against a society planned for welfare that interest rates 
under it w-ouid be arbitrary, and would be settled by oommon 
seme and not by economic law, FtJl employmcnt, wbi^ involves 
public regulation of the volume of investment, b platnly tneon'^ 
sbtent with leaving interest rates to be determided by the 
voluntary supply of capital in reLition to tlic demand for it. But 
that is notliing to W'ony about, If in the planned economy it b 
decided tha t a controlled interest diatge shall be included among 
the costs on which commodity prices are based, the sole object 
tvill be to avoid waste of land or capital resources in tlic planned 
processes of production; and an adjustable rate, controlled by the 
planners, will evidently serve this purpose very much better than 
a rate which they have no potver to control. 


Is Econoima a 'Seientt’? 

The accusation that, under planning, everything^ be 'arbi- 
irary —that is to say, settled by eomdoui human judgment and 
not by economic laws acting mdepcndently of men’s congous 
wills—is indeed, the regular stodt-in-tradc of the economists of 
the so^mlled ’Uberal’ school, W'hy it should be preferable for men 
to allow thrir affoits to be guided by this ‘invisible hand of 
economic law these economists nowaday seldom attempt to 
explain. Adam Smith would have supported his preferent^as 
indeed he did—by identifying the ‘invisible hand’ witli God him¬ 
self and attributing to a beneficent deity the establishment of a 
natural law which causes each individi^, m pursuing his pnvatc 
economic interests, thereby to further the w^ll-being of^icty « 
a whole. His more modem foUowers seldom mvoke religion: they 
usually prefer to appeal to ’science.' Inthetr eyes, economics must 
be a ’Kience,' or it is nothing! and they take it to of the essence 
of die scientific mcdiod to concern themselves only with mc^r- 
able quantities. Nmv. the law of the market, whatever its defects, 
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does undoubtedly meiiaiinj a^nst one anathto^ Lhiri:g[i which are 
incommccmirablr in physical terms^ ncducing to a common 
standard of cquiviilcdpc not only goo^ of many different kinds, 
but abo human icrvicei and the intnn^iblc servicea of capi tal . 
Not all thiu^ that these economics admit wihin the cinde of 
their "science" are actually measured in die market^—for example* 
the land a man owns and lamu, or the house he owm and lives in* 
or the produce he grovrs ajid consumes at home. But all these 
things can be reduced by analogy to similar thin^ which are 
being benight and sold* are tlicreforc capable of having their 
values expressed in quantttalive terms. 

Only such tilings as can be measured directly or by this 
analogical imputadon of market values are ailoived by the 
'fcienrific" economists vrithin the paJc of economic science. Other 
values, if they exbt in an unmeasurable form, are non-eoononuo, 
and therefore cannot enter into the field ofodonomte itudies. liiis 
would be aU very^ wtll ff the purpose of ecoooimcs wwe merely to 
study what actually happens under the capitalist system* but the 
mcdiod breaks down wtien any attempt is made to apply it either 
to the study of prc-pipitalist societies^ to which iu categories 
cannot be applied without sheer distortion of the signiJicance of 
prcH:apftali5t institutions, or to the aitid^nt of capitalist sodetlca, 
or again to the Soviet Union, which has outgrowm the categories 
appropriate to the eapitalUt system. 

^ In our day, ecouDmics ii nc^ed as a guide to action, in situa¬ 
tions tn w^hich the question is w^hether* and how far, to suppLani 
capitalist institutiom by institutions belonging to a quite diflmnt 
social pacicm. llie 'orthodox' eo>aoroist of the iiberal* school, 
confronted with such questians* finds his 'sdentific* armoury 
entirely incffcc^e tn dealing vrith them, and is apt to take refuge 
in the contention that* b^iose the attempt to armv^ them 
involves categories and methods which are net recogtufied in his 
analytical 'sdemce/ they must be nonsense questions, to w^hich no 
rational ans^^ners can be found. Indeed, he is apt to go even 
further, and to assert that his catr^rics are the only posdhle 
categories, and tiiat any system which docs not admit of being 
measmed in terms of them can ipso Jbem be ruled out of court. 
IF he Ls of a more accommodating temper* he may do hia best to 
squeeze the inconvenient issues into a R>rm in which he can 
pmend to measure them by hb accustomed methods* and sotne 
cconombB trained in the ^liberal* school, hut Feeling a syinpadiy 
with ^lahst ai^iradons, have gone to fantastic lengths in 
unputing capitalist methods of valuation to the institutions of 
a socialist wdety. 
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TS^ J/ffd Jw a Humm Appttjoch to Bcommk Thtoij 

The truth is, however, that an economic theory vvhidi hai been 
cwntlaily based on taking for granted the imtilutions prac¬ 
tices of caplialism is bound to need, not merely revkion, but 
fundamental restatement as aa these eateries can no longra 
be accepted as beyond question. The capi talisL mode of economic 
thought involved treating the labour of hiunan beings as a com¬ 
modity to be bought and sold in the market just like anything else. 
In order to do this, it had to iguorc the essential difference 
between labour and other 'factors^ of prodliction—namely, that 
labour h incorporated in the human beings for whose support 
and happiness the whole business of production ts exclusively 
carried on. 'fhe old economics started out from the 'ooarket,* in 
which the bbour of men and women is bought and sold along¬ 
side odier things^ without recognition of its diffcrcni relation to 
the social system. M against this, the new economics, which 
to pronoimcc judgment between capitalbni and SociaLism, or in 
favour of the one here and the other there, or of more or less of 
the one or the otlier, must start out, not from the market, but 
from the human bcinp for whose sake the market and everything 
else exist. 

This new coonomici begins then by stating its problem in 
essentially diflfcrent terms. Here, it begins by saying, are jxrtain 
human beings, who need so to act as to prouiote their owm 
common happiness and wcllkre. At the oommand of these humaii 
beings are, first, thdr ow-n bbour-po\vcr and secondJy certain 
other resources of produmion, partly given to them by nature, 
but even so improved or laid waste by their past use or misuse, 
and partly man-made out of the materials provided by tiaiurc 
This distinction between natural and man-m-idc goods k, of 
course, by no means absolute, and in most oonDccdom is no 
longer of great practical importance. The vital distinction is 
between labour-power on the one hand and all things usable by 

man, iatK Tfmrt, on the other. - j* l 

The social task, in its economic aspect, n that of making the 
best of all the priluctive rewu^, of both ktn^. But there is, 
even at ^h k point, an essential diflerencc. If man is using a water- 
Gill to generate electric power, hk sole purpose is to get as much 
power out of it as he can with the least po^bte effort and using^up 
of other resources. No question arises of marring the w*^ater s 
happiness by causing it to work too hard. On the other handt m 
the use of fiurtwn cnci^ this problem docs ol^rays arise. 
are to be happy and to cojoy sveU-beine, their labour must be 
neither so nor SO irksome as to destroy ih«r chnncc of 
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h%ppine» und of phpicaJ and mental ^idl-betng. Man id not an 
indtrumcni out oi which the bist ounce of enti^gy is to be got: 
there is olu'ays a need to balance the ilhh of overwork or 
unpleasant work against the \^’eakh whidi It can be applied 
to creale^ 

AnimaLt^ a Aiargifiai Cw 

Aiumabi m our day, arc a niarginai case. Wc extend to thcirii 
^ living things, some feeling that they^ have a right not to be 
ilUuscd be>™d what is necessary to make them serve the purposes 
of men. But wc arc still half-hearted about tkisi we do not consider 
whether an ammal Itkes being lattened up, and we are much 
readier to be kind to our domestic animals^ and to horsed, than 
to coivs or pigs. Few' of us trouble to consider whether a cockroach 
likes being squashed; and hunismen still blithely asseverate that 
foxes enjoy being tom in pieces. On the whole, in the economic 
sphere^ we do not allow our sentiments of sympathy to interfere 
much with the use wti make of animals for our hunrian purposes. 
For the present, accordingly, animals must on the whole be 
cl^ihed with the InoniniJiEe fiictors of production, rather dian 
with men. But this may not be so fur ever; nor h it endrrly 
accunite « cu now, 

A/m making Things 

Wc have, then, as our primary data in economsca, mtn itsing 
things. As the men are using the thinp for their oivn pirrposcs, it is 
for the men to dtdde how much labour they are prepared to 
expend upon them and how much unplca^ntness in the laliour 
they are prepared to put up with for the sake of the product it 
yields. It follow? that men’s primary object must be to create m 
many products as possible for each unit of bbour expended, 
subject to the qualification that the irksomeness (or in exceptbnal 
cases the plcasutablencis) of the labour must also ^ taken into 
account^ Man’s purpose, therefore, must lie to construct an 
economic system which will be a.^ productive as possi ble in terms 
of effort, and as free as possible Jrom unpleasant fonns and con- 
ditlons of labour. 

LintUalionM and Conditionj of ihf Us^ qf Labour 

The first thing to be ohsenTd in this approach to economics is 
that It maJen such things as Factory Act* and Mines Acts not 
CTtcrcsccnccs upon the general structure of the economic world 
but basic narls of it. The regulation by law of the hours and con¬ 
ditions of labour is men’s way of deciding how hard, and on what 
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termip ihcy iuic prepared to viitirk; and the attempts of Trade 
UnlonM to regulate such rtiatiin by collective bareaming arc 
Gon3ei|uencca of the neglect; by society to deal publicly with tMs 
fundaniental requirement of a ratiotial economic ordEa:, To 
coming genera dona it will appear fantastic that such mattem 
were ever left unitgulated, or tliaC men \vcre antualiy persceuted 
for attempting to regulate them, on the plea that regulation was 
a ddlancc of economic law. Such an attitude opuld, of course^ 
exist only as long as social thought was based on a denial of 
democrat* and as the Eoycmmg and theqddng classes regardesd 
it as natural and normal that the majority of men should be used 
as instruments to promote the happiness of the feWn If many in 
the nineteenth century who deemed themselves democradc 
renmined blind to the economic implications of democracy^ the 
reason was that they connected public intETrvention in economic 
aJTain with intervention designed to promote the exclusive 
interests of a Umltcd governing class* and saw a nearer approach 
to democracy even in private capitalmtL As it became clear that 
State intervention, in a reformed State, could be used to promote 
the wclBirc of common people^ Benthamism changed sides. It can 
be seen changing in Chadwick's impassioned crusade for public 
hcaltli legislation, in John Stuart Wiirs gradual and painful con¬ 
version lo a half-SDoalist outlooki^ and atUI more dearly in the 
Sodalht Benthamism of the early Fabians. The capitalists of the 
Industrial Revolution usually fdt no qualms about working men, 
W'omen and children as hard as the most ruthless driving could 
make them work. To-day, wc recognise that it Is the State's busi¬ 
ness to set limits to the exploitation of labour-power; and this 
recognition is caught up iotOj and becomes a primary principle 
■of, the new economics. 

Full Ufi cf Pr&dmHpr Ecsvmas 

Having set limits to the intensity and irksomeness of labouTj 
and having provided for exempting some of die ddieiu alti^ether 
from it {c,g. schoolchildren and pensioaers), the community has 
ncact to see to it dial what Labour remains ahull be put to the 
fullest and most economteal use. A policy of full employment thus 
appears, like factory legislation, not as an cxcracence^ or as an 
exceptional measure Jbr combating abnormal depression, but as 
a cardlnd principle of the economics of wclfrue. Unemployment 
and ufidcr-cmploymcwt are wastes of resources which arc Deeded 
by the community for raising itsstai^rd of living to the highest 
poffiible Ict-eL Acconlingly* they cannot be tolerated; and any 
rationa] economic order must start out by providing incful jobs 
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for all who arc available to fill them. Thh requimsp not merdy 
that the lota] Dumber of job* shall be enough^ but that they shall 
be jobs which the a^dlabte workers, given the correct trainmg 
and preparationt capable of filling. It involves further that 
the jobs shall be in the right plaecBr-^ffST example, that there sh^ 
not be a surplus of men*s jobs in one area and of wococn^s jobs in 
anotberp and that the dhtribtition of jobs shall eorrespond roughly 
to the pattern of houses in whicit those who are to fill them can 
Hvep and of amenities to which they can resort outside die houri 
of wwlc. In other words* as wt; shall see in other connections, 
a policy of fuH employment involves planning in the triple sense 
of planning tlic general chanictcr of production, planning its 
location* and pLanning the tovviis and countty areas m which the 
productive dtabliaHments are tq be, and those who work in them 
are to reside. All these things, instead of lying either on or outside 
the borders of economics^ ^comc central and pruiiary as soon as 
tve begin to approach the economic problem, not from the 
market* but from the htiman* end. 

The Qjiestkn of I^eafch md Traifung 

It is necessary to avoid* not only wasting labour through 
unemployment, but also waiting it throi^h inefiicieot use. This 
is partly a matter of getting the induccmeni^ right, to as to per¬ 
suade wwken of every gntde and categoTy to give of their best. 
But it is dso Ti-ery mti^ a matter of giving the workers the rigJit 
tools, of good businesa organisation both m the factories and in 
distribution and finance, and of arranging for a balanced relation¬ 
ship between fectory and factory an-d between trade and trade* 
and also in the realms of internatjonal commerce and de velop¬ 
ment, It is the community's busine^ to see that the prcMiuctiw 
equipment of e\cry industT>' is thoroughly up-to-date and niain^ 
tained in good order, and to step in* even where it is not running 
an mdustry as a public service, to ensure the omedying of any 
deficiencies in these rcqiects. Kay* morc^ it is the community’s 
business to see to It that there is adequate provision for promoting 
new discoveries in the arts of production, and for diffuiing the 
application of known advances over the vridest possible field. 
Scientific and Indisirial research is thus eminently a matter for 
public care; and the conception of research must be wide enough 
to include developmeDt (which is often the most costly part) and 
to prc^'tnt the monopoListition uf new- dtscosTrics from limiting 
thcjf use. 

It is also clearly the community's business to promote efficiency 
by fosteripg tecfulical as w^ell as general education* and by 
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providi]ig QT cosiiiiiig the provision df tralfiin^ in the arts of 
business raattPtgenxcnt and organisationi The old'^style emplcjyers^ 
managers and foremen were expected to pick up these arts by 
practising them, without any special training, though it was 
always recogmsed that skilled craflsmcn needed to be trainca by 
apprenticeship. Tlic modem conditions of busin® reonirc not 
only a snbstituiie lor the old jorxas of apprendecahJp of manual 
workcTSf where they havt: fallen into decay, but also careful 
training fotr managerial and organ^ing functions^ The new con¬ 
ceptions make management a profession, or rather a whole group 
of professions. Instead of a mere deiegadon of functions from an 
assumediy an-lmowing capitalist entrepieneur. Modem industry is 
no doubt more mechanised, and often supersedes old forms 
Craftsmanship I but fo r all that it calls for fnorcj not Less, train>ra 
intelligence than the old ways did. If it has relatively fewer highly 
skilled machine-tenders, it has bolli many fewer sheer labourer, 
called on to use only fanitc force, and many more skilled tech- 
niciam and supervisors, managers and organises in a hrat of 
special fields. Moreover, the craft skill which it stiU ^ 

for the most part to be of a higher onler than was called for from 
the general run ofctaftamcti in earlier days. ..... 

In saying that the commiiiitti’ has to assume responsibility for 
all these tSks, I am not saying that it must neoosarUy carry on 
aU of them as public services. If a thing can ^ done adctj^tely 
without the State doing it, and if the leaving of it m private hands 
does not involve its perversmti to serve pii^le ijitercsis^a^inst 
the general welferc, there is no reason why it ihould not be done 
privately. What 1 am saying k that, on the basis ^ the new human 
economics, the community must be respo^ble for cnaimug that 
it is done wclL The community cannot, if the gen^ wclfem is 
at stake leave it to chance whether such things as these are done 
well or ill They must be done weU. if the community s labour- 
poivcr is to be put to eShetive use for the promouon of human 
well-being. 


Land and Ce^itai in the Smift of Mankind 
The view of economics which sets out froni the human being, 
regarded as both producer and coiisum^, and leparat^ sharply 
from other 'fiicton’ of production, enabte us w get these other 
‘factors* into the correct pcrspecQve as the ae^ntt of 
his competitor in the market It ma^ plain that ^es^^ 
‘factore* need to be so organised as to give the full^ ^ble 
heio in performing his csamitial economic tasks, ft leads straight 
to Se ciS^on ^t these other 'factors* constitute a communal 
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10 be "ustd in combln&iiai) tv^ih the community's 
labonr-poiver in order to enable the whole community to the 
loot pmctScAbie return for its efforts„ To the extent to which 
private property tti the means of production « rcco^iscdi it can 
be only as ptoperty in use, and subject to the oveniding condition 
that the ti5c made o\ it rurtherai oc at least does not prejudice, the 
public Interest. It is quite consUtent with iMs principle Tor ilic 
commuiutyp if it rhifiks fit and for as long as it tlnnks hi, to dele¬ 
gate the right of tise of any particiilar kind of property in the 
meam of production to its dtiieens, individually or in groups or 
corporations. But the delegation must be ahray^ coiididonol on 
the satisfactory performance of any service >vhid] die property is 
needful to perform^ and must be revocable Ql any time on 
grounds of public mteresL 

and FtipaU EnlrrpTisi 

Thus, the principle just bid down does not prejudge the issue 
bet%vccn public and pnvate operation of industry, but only 
restates the problem in its proper, democradc form. Thti best way 
of operating industry so as to serve the public interest is an open 
question, to be decided on grounds of expedient hi each separate 
case. This, however, is not to say that it is simply a matter of die 
relative technical efEciencies of pubbo and private enterprise, 
tht^h that aspe^ is ofeourse highly important. It is also a matter 
of^) the conditions of the persons employedj. including their 
psy^oJogical condition, which affects their readiness and ability 
to give of their best; the |iurposcs towards which tlic technical 
cfficienay is directed—for it is fully posable for an industry to be 
very efficient technically and yci to serv'c the pubUc very ill, by 
seeking high monopoly profits iostcad of maximum production; 
(f) the relation of the industry to others, for it may be very 
important to secure a right co^ordmadon between comple¬ 
mentary or compedng industries, so as to fit them in the 
requiremerus of the general plan of productionj the 

scardtv or plenty of the ^factors,' including man-power^ which 
the industry uses up—for even if an industry' ia using its resources 
in an efficient way, it may stiU be the case that some of these 
resources could be more useful to the community if they were 
transferred elsewhere. 

There is, mnreovw, the question of power. If it is incormitcnt 
with democrat^, except at moments of special emergency, that 
dictatorial political poAvers should be in the bands of any one 
man or group of men, ii is ftiUy as incoiudstcnt that any Lndusiry 
should be privately mn under conditions which will conrer nn 
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thoM^ mtining it dictatorial ccpudiiijc power, cither over the livi^ 
of employees or over the community as consumers When this 
issue of dictatorial power is raised, it necessarily Lakes preccdmEc 
over the question of technical effiden^j for it is better to have 
au iri(lustry inefiidcntly ihaii anti-jodally conductedi There is, 
however, no reaaoo why this choice should often arise in practice; 
for the Jndustriea and services which arc most likely to give rise 
to dicLatorial power if they are left in private hiuids are for 
most part also those which can be most easily run with high 
cfSciency by public boards or corponuions 4 The chief possible 
exceptions are the industries of newspapr production, him pro¬ 
duction, and perhaps broadcasting, which occupy a very ^ckl 
position because the services rendered by them are services of 
opinion and are therefore closely bound up with the probiems of 
free speech and freedom of thought—problems which it is most 
convenient to considcT,i not here, but in eoniiection with the 
Issues of political democracy. 


A Summing 

We may now proceed briefly lo restate the broad conclusions 
reached in the foregoing pagers: 

I. Economic theories need fundamental resiateincnt in terms 
consisient wtK the principle of deinociacy, which involves 
regarding each man as an endj and no man as mainly a means 
to the ends of others. 

St In especial, economics must begin from the human end 
and not fiom a study of‘the market,' it must therefore draw, 
at the very outret, a sharp dudnetion between Imman labour 
and other 'foctors of production,' which ore only auxihanes to 
human labour and have not. as it has, a dual as^t. In other 
words, labour is not a commodity on aa equd footing with 
other commodities, because it is iticorporatea m men, lor 
whose benefit the entire process of production is ^cd on* 

■t. Labour b not a commodity to bo used to the luiut of its 
productive power, regardless of the Iwppiness and 
of the men and women in whom it is mcorporated. It is for 
these men and women to say how long, how hard, and under 
what conditions they are prepared to labour, and at what 
point they prefer either more leisure or less irksome labour to 
a larger supply of goods and services for Miuumptioti. 

4 . It is accordingly a nccepxy ^ction of a demojMtic 
society to regulate the conditions of svork, both in order to 
prevent excessive labour and bad eonditioia and to make the 
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circiiinitaiiccs of produckioti aa plu^aui oa can be made 
ih-khi:>ut too great a loss of output. {Thertr may^ of Course, id 

i ^nu^tke be no lest at all; for gwd conditions often lead to 
ligher eflkieiicy^f and more output is often produced In fetver 
hoiLTf and with less cflbri when limitations are applied.)^ 

5. It Lt also o necessary function of a democratic society to 
prevem waste of labour-power eiilier from unerdployment or 
under-employment, or fropi the puttii^ of the labourer to 
work with ineHtcient toohj or from bad management and 
oigajusatiorL^ and further poaith-ely to promote the bcttcf use 
□f kbouTf by cacouraging and undertaking research and the 
dev'elopiEicnt of its results, and by fastering and undertaking 
all neemary forms of traitiing and education, induding train¬ 
ing in management and business orgarkisatiom 

6. ITiia principle involves public control not only tsven the 
rtjtaJ volume of employment p but also over its local and indus¬ 
trial distributionp so as to ensure that the productive plao and 
the labour force fit together os neatly os poMibk^ both nation* 
ally and in each area. It also involves a pubUc rcsponribility to 
ensure that homes sthoU be available for people near where 
they can find tmploymentj and, os far as posdblCj, that work 
aliail be made avaUable to people who have homes near where 
llicy actually lit'C, 

7. It follows from the initial distinction between labour and 
odier ^[actors' of production that these other "lactors^ ought to 
be recorded, not as the equals or competitors of men, but as 
tlieir servant!, and ought to be at tfie disposd of die com- 
munity, which must arrange for their use in the best 

calculated to further the public intercat, and must endeavour 
to prevent all waste of them, dthEO^ through leaving them idle 
or through using tJiem for purposes which do not serve the 
public intcrist to the fullest possible extent. 

8. Tlie right to private control or t^ration of the means of 
production can tbemfore be recognised only subject to the 
izuilicnabte right of the community 10 take possession of any 
such property whenever its public operation is deemed to be 
in the public interest j and, even so, private operation miut 
alw'ayi be made conditional on the acceptance of arty limiia- 
tions or terms tliat may be deemed publicly expedient, and 
must not ijc aUo\it:d in any ease whertr it is liable (o lead to 
the placi^ of dictatorial economic power in private bands. 

9, Subject 10 these overriding conditions^ the issue bctt^«n 
public and private cntcipri&e U One of expediency, and not of 
principle, to be ncilled in each ease according to the special 


circuRMtanccs of time mid place. It b not, hoivevcr, a quc^oti 
which (ati be righlly settled without taking due account of the 
interrelation of industrial, or of the appropriate position of any 
industry in relation to the general economic plan. 

to. Finally, the new approach to economics hy-passcs the 
old question whether, under capitalism nr under any athff 
economic system, each man is bemg rewarded accortmg to his 
spe^ contribution to value created. It replaces this questi^ 
by another, asking how large diflerenoes in mcoines are n^dm 
in order to provide adequate incentives to production, with the 
primary affirmation that these differences ought to be made^ 
small as posable, and that the largest possible proportion of the 
national ^ome ought to be devoted to cominun^ 

service* or to providing all the citi^ wth basK mcoma for 
free spending up to the highest level compatible mth the 
commujuty** mastery of productive power. 
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OlAPTEtC (V 


THE SOCIAL PATTERN AND THE TREND 

towards socialism 


Every sivman aociJtTV eias two aspects, tt is both a result 
or men s adaptatioti tq a particular environment and a result of 
men t adapting the cnyirorimcnt to Aiitiier their ends. Men arc 
coJtnjwlIed to shape thetr vva^i of Jiving to fit in tvith the phvsicaJ 
conditiOM under which they have to live; but thfse conditions 
modiliable, within limiti, by men’s action upon them: nor do 
they, even where they cannot be modified, prescribe any abolute 
pattern of living. Men can both shape their environment and 
adapt themselves to it in varying ways: there is a region of choice, 
or of chance, tnthm which real alternatives a« open to them at 
any rate until the choice has been made and its outcome coti- 
aohdated into a sodaJ habit. Every community embodies a 
pattern which o the result of this double processor adaptation 
to the environment and of adaptation of ihc cnvirotimcnt to 
ce^n human ootions of value. Every social patirni is both an 
affirmation of some values and a denial, or depredation, ofothcis' 
eVOT community values some human quaUties highly and others 
httle, or not at all. Every community affords some opportunities 
writhholda others, raises the possessors of some qualities and 
dcpressca others w'hose quaJidcs arc different, excludes as well as 
affirms. Every pattern of Jhing involves limitatioris as well as 
opemngs for achicvcmcm, and because of what it is and values 
excludes potentLdities which cannot be worked ttt. Tlicre is no 
such place as Utopia, because every Utopia involve conira- 
dictiom. Every Utopia includes elements which cannot in practice 
be fitted in to a single pattern of living or co^stist in a sinirle 
community ^nthout introducing frictions and contests. There can 
no more fae a perfect community than a perfect man—and for the 
same re^n. Eycr>‘ community has the defects of its qualities as 
well as the qualities of its defects. ^ * 


PatUms of Uptng 

Men in communities have to pick their patterns of living, 
withui the hmtting condmons prescribed to them by th^ 
environment, to the extent to v, hich they do not accept passively 


the InlQ "^ 4 'hich they wm: bom* If the envrronuig con- 

cbdons arc static^ ihcer passivity may wry them on from genera¬ 
tion to generation abnpvt %vithcut change^ cacli generation neltlier 
better nor ’v^'orsc off* neither wiser nor more ignorant^ than ita 
predeceswr. But thb ran hap^n only where comtnymties arc 
sheltered from contact vriih widely diBerent attitudes and pat¬ 
terns of living. Communities witich have continued thus passi^^ly 
for many centuries may break up very svviftly if their environnierit 
is chaji^t cither by physical forces such as to upset the basis of 
tfieir economic life or by the impact ofhuman forces from outside. 
Hie advent of w'hite men lias had a prodigiously disintegrating 
eflret on many primitive societies w^hich have been unused to 
comdouB proocascs of social creativene^ nr adaptation. SoedetJes 
which have never oomdously modified their patterns of living, or 
have been long unused to doing so, find it very hard to adapt 
tliemsdvcs to changing conditions and contacts, ff the crosa is 
loo wide tiiey are apt simply to decayi or even to die out 
slcogetbcr under the impact of forces which they cannot under¬ 
stands 

As against this^ modem:i developed communities are used to 
changCj expect qhatige, and within limits are olw^ays tryitig to 
bring it about^ They possess means of adapting their patterns of 
living to new conditions as they arise, w^hethcr these conditions 
are forced upon them or arc of their own making. They expect 
changCj because their attitude to their enviraament is one of 
finding out^ and not of passive aco^tance. The environment is 
for them not sometJung fixedp to tvhkh they have to adjust them- 
sdv'cs as best as they can. It Is somethii^ changing, and capable 
of being changed. It alters its character and its ration to Uiem 
as they find out ntorc about it^ and become more skUfiil in con¬ 
trolling its behaviour. They possess, as an essential part of their 
social "pattern, not merely divinm and medicine roert, ^vho are 
know'ing about the environment and skilled in applying to tbe 
influencing of it certain andent esoteric rules, but also sdendsLs 
and social explorers^ wh^c business is one of discovery and 
mastery of the realm of ^natureJ Mcclianlsins for developing thk 
mastery arc socially reoDgubed^ and men expect them to lead to 
oltcratioiis In their conditions of Itving. Hiey mmi of coune still 
adapt themsdves to ihcir environment; but ihe environment itself 
has bcCMt odapLabk, and even startling in its capacity for change. 

Sciinct oftfi/ 

Ttib is not to say that sdcnce simply incieases manV pow-er 
over "nature/ m\d therrvriib his ability to shape his physical 
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cnvirqnmcnc to le^c liii cndi. Sdriicc is no mere handmaiden, 
to do what she is bid. Scieatms do not discover only what tlicv 
are for, or sk pleased to find. Some of their discoverifs 

ai^ highly inronvcnjcnt, many ambivalent for good and ill. only 
a few unqualified blcKUOga, Or, if these woids impute more mond 
nofiona than i am justified in intiwIucLng at this stage, let me sav 
that science and its appUcaiions do not only aid men to eet rid 
oi incDuyentcnoi^ of W'hkh they are av.’are or to satisfy dedres 
prev iously uftticahsablc, but also men with new probietns and 
force on them social changes which upwt the patterns oflivirw in 
quite ^peered and sometimes highly7n«mvenient ways. Sden- 
tific tovery « not unalloyed social gain, even for eonlmunities 
which are weU equipped with adaptive tnechaninns and 
th^ughly used m ch^ge and novelty of behaviour. The 
scientifie attitude does, however, to the extent to which it oer- 
meata ^ety ju^titute expectation of change for cxp«ta&n 
of stability, and shake men iree from the notion of tCTmt of 
Jiving as simply one of accepting and makine the he^t < 1 ^ n 
traditional pattern of social remdons. 

Resisimcf^ to C/utnge 

are dev'clopcd communities 

f^L c I or ^ fluid as purely scientific forees would tend 
10 make them. On the contrary, they offer strong resistances, at 
many i^ts cvwi to changes which appear to be plain rcsoo^ 
to new knowledge. But the quality of there resistanres teIST-?E 
different from that of the iron traditionalism of communities iS 
which n™ knowledge u not expected, and no recognired meiuu 
ofaMTOilating it The resiMances in devclop^sdcntifically 
glided communities are usually not mere negativts. Thev are 
tmencr attempts to limit, or to direct change, so as to fit it into 

rather than to op|wsi: it aitagether. The result is, at its best th^ 
the pattern of living is gradually altered, without bemriroketi 
up. It grows into something different, without losin/its ^n- 
tinmty. or ceasmg to be itself. If there w ere no wudi rliism^ 
MuTOumlia would be subject to the perpetual threat of dis^ 
solution under the stresses ret up by new di^T:ri^™Hir..r^ 
mnw^tions in w^yi of liviog. iL Resistances, under favSiIe 
conditions, help m squecste innovation into mnnageahle shanes< 
and the squeexmg aliers the shape, of old habits as 

M of vfhilt a new. This is the way of social evolution at its best* 
but It IS by no means what always occurs ' 

^^^mmunities, 1 have said, would break up if the Ihrees of 


inniDvaLioT)^ bwd &n sd^ntttic dbcOToyi got ihcir way without 
any rcustancc from catabliilicd imtitutioos and social habits. But 
they would break up nu Iesh if the reslatancet were so strong m to 
prevent the necessary adaptations fron] being made^ For in that 
e ase there would arise an inxH^ndlable contradkcion between 
the foima] stnicture ^thc comtn unity and the values enshrined 
tn it on the ouc hand and the aspirations of a grovdiig number of 
its members on the other. A modem, dcvdopcd community 
cannot so isotaie itself from its neighbours as Lo atifle new 
knotdedge to the extent needed for Imping it from the minds 
of the more intelligent ofits own people. TTie advance of sdentific 
kno\rIedge Is a world process, cominDn in a high degree to com« 
munidcs which have reached the required technical sta^. 
A single community can no doubt, as Nazi Germany did, twist 
advancing knowledge to serve its ow-n ends; but it cannot shut 
out knowledge^ or get away from the need fbr social adaputions 
as knowled^ expands. Therefnm blank resistance to iocl^ 
changia which knowledge Is gennmatitig in the minds of men is 
bound to set up contradictions to tbe social pattern. Dis* 
COTcry means new facts to be taken account of; and communilies 
cannot heep up patterns of livbg which have got out of relation 
to the ttiexomhle logic of knowm ficts and possibilities. Discoveries 
are facts, wdiich communities of men must assimilate, nr die 
decay* They have it in their power to regulate, within limits, both 
the pace of assimilation and i& specie character, by choosing: 
One practicable way of adaptation in. prelerence to anoLher. 
What they cannot do is to stand immovable in a changing 
environment. 

Tw& Mcdim ProbUms 

Here and now, m this tiventieth oentury, tlic advanced nations 
of the world ate confronied with two closely rdaUal but essentially 
different problcnu which affect their fundamental patterns of 
living. At bottom, thews problems arise out of a oommoa cause— 
tli** unmctise leap fortvard ia scientific mastery of men over th]n|^+ 
Scieodfic knowl^c of tlic physical world, and still more the 
techtiical power of applyitt^ it* have moved with so ^eandc 
strides as to make men’s physical coviromnent radically diflerent 
from what it was less than a generatioti ago, Fbc most spectacular 
manifestatioiis of this scientific revolution are, first, the anniliila- 
tion ofdistance, and secondly the terrifying increase in destructive 
power. Moreover, though what has been accomplished already in 
^th these respects is much, the world is plainly not at the end iff 
the process, but quite near the beginning, Thiae is more, much 





morcj to come, and to conic soon; and accordingly the uak of 
adaptation that faces manJund is not simply that of asaimiJatins 
what haa been alrtady accomplished, but also that ofbdne ttadv 
to assimilate a great deal more. ® ^ 

1 have begun with the two most spectacular manUrstations' hut 
■f * w tnanifestatiom, and not the ihitie 

itolf. -^cy are apphcatiom, to transport and communication 
of war, of a scientific revolution which ji desdnS 
to affect ^e cmifc structure of human society, and the livintr 
patt^ of ewryconOT unity and ot every man, woman and child 
m the world. The impact ol this sdendfic rei-olution will be 
uneven; tt take time to commumcatc its effects to tlie u t«! 
most ends of the esirtli. But h is ofsudi a nalure that no one S 
no society, no natter how unknowing or Jiow isolated wUl be 
for more than a htllc time beyond range of its eflects. * 

Aboiition ^ F&earfy 

VilhAt happened, or is happening, is tioUiing less ihan this 
In all prewous ages, up to our own, poverty has been the tuiavoid 
able lot of the great of mankind. Not ihc poverty of 

or the soaaJ ^tcast, but poverty in the sense STshei shmt^f 
what IS warned to give a satisfactorily rounded life, good^h^di^ 
^d opportumty fm mentd and moral dcvxJopmcnt. Thre^hom 
the history* of mankind, it has been possible for some ‘ 

these advantages only on oonditbo that others, immensely mim 
m^crous, went without them. Every aristomaev ^ 

of superfluity—which it has been physicaliy imnossibl*. 

less wer the whde world. Ev<;iy rich or tolcmblv 
person has always known that he enjoyed his pmaneritv ^ 
ter™. ^Tietlief he has taken it for granted or ‘t* 

n^i by virtue of innate nobility or of service^ 
about It, or simply grabbed it, he has aJwa« known ff^t 

r “AS bt^nTbre^ ‘Une"^^ 
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unduly about the poverty lying hcyand the gates of their 
enchanted city or ishiiid. 

True, at Certain times in the past certain men have persuaded 
thcnuclves that this was not so. Robert Ow™ <o persuaded hip- 
self under the inllucncc of the great enlargement of productive 
power in Great Britain and America Uiai folloived on the Intlus- 
trial Revolution and on the contemporary advances in t^ 
agricultural arts. But Owi'cn was mistaken. The improvements in 
productive capacity I^'ere real; but they were not at that stage 
great enough to tnalce possible an end of poverty, even if they 
could liave been'diffused over ttie whole earth. 

The Pcpulatan Ptohlun 

It may be argued that ^ain to^lay it is a nmtake to supptise 
diat the technical means of conquering jsoverty are in men's 
hands. But the conditions arc radically different from those of 
the early years of the nineteenth ctritury, when, while Owen 
foretold the millennium, Parson Maithus looked fjiward only to 
an. increasing pressure of population on man's narrow means of 
subsistence. VVe liavc, no doubt, still vast population problcios. 
ahead ofua in India and in the Par East, where for some time yet 
the fruits of technical progress may he swallowed up by an 
unmanageably rapid rise in the numbws of the people. But we 
know tiow, 03 hialthus did not, that there are limits to this 
fecundity of the human race—or rathf f to the eilbcts of a falling 
rate of infant mortality upon total population trends. I n Western 
Europe, we have passed from the fear of being too many to that 
of being loo fetv; and we Can feel feirly sure that Icsi advanced 
countries, as they develop tn the arts of industry and hygiene, 
will pass through mundi the same phases of vital evolutipn as we 
have experienced ourselves. Rapidly rising popidaiian, in 
countries only Iciiming the mastery of nature, may defer, but 
eaiinip f in the long nm prevent, the improvement of productive 
power pet head of pepidaHon^ on which the possible standard of 
living depends. 

Poverty jw iongtf iNetenesy fat Rmosoos tf Teehnii^u 

Subject to this delaying Cicior, which is of course very 
important, I believe the problem of productivity to have been 
solved, or to be at any rate very near solution, in apafefy IncAafcal 
jfiw. 'ITicre is no longer any absolute reason, arising out of the 
weakness of OUT power over nature, why we should not, almost 
at once in the more advanced communities, and hcfoie very long 
in the less advanced, produce enough wealth to lift everyone, not 
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merely above primary^ poverty^ but into an BfEueticc lofficient to 
provide ihc means for a satuOictojily rounded life. Tlicrc is» 
accordingly^ no longer any absolute reason why the wcibto-do- 
ncM of lomc should imply and ins'olve tlie ill-tOHio-dess of others; 
Then: is no lonpr any absolute bamcr in the way of our goings 
at any rate m the more advanced countries, as ikr as wish in 
ihc direction of economic equalityi viithoui condemning every¬ 
body to a standard so low as dearly to fall short of teasoiuible 
human needs and desires. 

There is no absolute reason; but it is, of course^ no simpEe 
matter to transform a icchiucal possibility into a practical work- 
ir^ reality. Even in the moat advanced countries^ the actual as 
distinct fj^m the potential output of wealth falls stUj far short of 
what is needed^ and in the less advanced countries the situation 
is inhiutdy woracp Lci ua confine oiir attention for the rDornent to 
the more ad<v'anccd countries whkb have been living under the 
system of capitalkm. 


liViUri limiSi Output? 

In thfM, except in time of war, output been limited, not by 
the technical poHibilkies, but by the aepectatton of the ptoau to 
be dcri'v'cd from pnxlucin? more or lew. In wartime, thia b not 
so; but then a large part of tile tiational man-power is withdrawn 
from production and applied to other uses, liven soj \try lorec 
output b achieved ivith reduced man-power; but the total wealth 
produced under war cundltiotu b obviously no indication of what 
could be produced In tune of peace, if all the country’s man¬ 
power could ht applied to the task, The experience of h 4 t serves 
only to show how grent the nonually urmtilbed powei? of nro- 
duction are, It shows p^nly that they a« Ihr in execs of the 
apf^nt of production due to leaving a substantial fraction 
of the available workers unemployed. 

ir^e limit to output in time of peace is not technical, evidently 
no advance in t«hiijquc will of itsdl'remove it. Thus, immcni 
advances m techmeal power to produce may be without efleet on 
the rota] volume of production unlew the noit-rechmca] ^stacles 

j ?i ^ ™ ^ (n'crcome. Technical advances 

wiU donbll^ cause c^n goods to be made at lew rod cost 
ami moro of some goods to be made than would have bS^nSde 
Without titem But more output of one kind may gu S^lS? of 
ano^er; and the^uct.on in costs may mean the 5icmpi(Wen 
of redundant woriteis rather than their employtncnt cE^i^e 
I am not mymg that tins always happens. It dtJS,,. Emt^oS 
ofit happens to make our advances in actual production 


Lmincjw bc^bind our ad^xicw in tech moil productive povi’-er* 

What b the technical power to produce? It is the knowledge of 
the meom wliich can be relied on* if they ate applied^ to yield 
certain techmcai results. The translation of this knowledge into 
practical productive capacity requires* as a rule, the manu¬ 
facture and installation of improved machincTy* power plants 
and other requisites* which have themselves to be produced at 
certain coats in man-poiser and in the use of omtcrLils and exbting 
capital cquipiueut^ ^meone has to be prepared to order the pro* 
ductiou of this equipment before the technical possibility' can be 
translated into a positive capacity to produce. Whether anyone 
will be prepared to do this depends, in our cidsdng capitalist 
societies* on the forming of an expectation pf probt* on a 
sufficiently attractive scale* to l>e derived from the investment. 
Moremer, e^en tf this expectation exists and the investment is 
made, the effeei may be, not to increase total output, but merely 
to dnw less cfSciedt irLStrumcnls of productipn out of use, Icavdii^ 
the atnount of production as before, hut the labour used in 
making it less. Even if total ou tput is increased, the increase may 
Ik: much too small to reabsorb all the labour that has been 
displaced^ 

Mm atid OU Copilot 

This extinction of old capital values as a result of the develop¬ 
ment of more efficient instruments of production is, of course, an 
essential part of the practice of capitalistic compebdon. As long 
aa capital instruments were not very €mtly In rebtion to the selling 
prices of their products, the process appeared to vvork fairly easily* 
and not much account wtis taken of ihe vdping out of existing 
capital values before their physical life had been exhausted. But* 
ax plant became much more costly in relation to the current 
costs of manubeture* the simation clmiigcd. Owners of plant 
threatened with obsolescence vievved wkh the greatest alarm the 
prospect of having to write it off, and were prepared to take any 
meaiiji within their grasp to stave off the aUamlty; while, even 
from the social standpoint, it became impoasiblc to oodtcinplate 
with equanimity the prosp^t of technical developments which 
might render entire grenl uidiisnics obsoletCn Who could con¬ 
template simply wTiting off the railways if aliemathiT tbmis of 
bansport appeared to offer greater advantages in tertns of rpl 
cost; or wiitirig off nil the miulc-spimiing capacity of Lancasbite 
if ring-spinning seemed technically aui^rior; or, in effect, con¬ 
demning to death any large section of industry which embodied 
costly capital assets and affected the fortunes of many thousands 
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of ihanrholcjeri ajid propi kton—to lay nothing of many more 
thousands of workers and their dependants? 

The new situation has anoihcr aspect. In many eases the new, 
tcchni^Iy superior methods of production are such as can yield 
up their technical advantages only Lf they arc installed on a very 
large scale, and arc enabled ttiereaftcr to run at or near diclr 
maximum capacity. If the scale has to be large, there are few 
who can affonl to embark upon the venture. In such branches of 
production, entrepreneurs of initiative cannot bc^in oji a small 
scale, and work their way towards a larger capacity. Invattnent 
becomes a matter of all or nothing: and in these circumstattocs It 
is often the cose that in practice the only agents who can iniioditce 
the neiv methods are the atisliiig large finns which have a strong 
vested lutcrMt in the old. If tliey erect new plants, they will be 
competing, not with riv^ whose misfortunes they may regard as 
no affair of theirs, but with Lhetusdves. It is their own older plant 
that they will be driving out of business, and their expectation of 
profit from venturing on the new will thererom be subject to a 
deduction in respect of their expected losses Gram the writing off 
or down of existing assets. Tlicy will accordingly not be tempted 
by a prospect of gra-s profit that would be enough to attract them 
uvEie It not subject to any countervailing loss. 


Jf Demand wett Unlimifed - 

If the demandi of the ^ket were unlimited, these deterrems 
would not apply. It would ihco be possible for the capitalists to 
keep the old plant running beside the new, scrapping it subject 
to the exception made later in this paragraph, ouly as ii wore out 
phjraicaliy imd had to be renewed. The product could then be 
sold at a pnte fcted m rclimon lo the highest cost of pioducUon 
per unit, and a surplus profit would arise on each unit produced 
m a more client way. Such a situation wxjuld bt a touitalist 
paradise, what Mai^hall used to call “produccix’ surplusm” 
Kcniing right and left a* c«ry advance in technical eff^ency. 
&me old plant wouM still I* ^pped before it was worn !S, 

abfe lalwur b«rjg needed to man the superior instrumen^f 
production yieltbng a lorpr return. TTiii iTwhot might Wp™ 


involve. Selling prices would m be aucb As to keep in openi« 
tion enough of the leas efficient instniiocnts lo t:^c up all tfie 
available labour. In view of the very wide difrcren.ccs in efficiency 
between old and modem plants^ each able to work to full 
capacity^ immeiuc surplus profits v^ould acmic from the opera¬ 
tion of the more efficJcnc plants. The w^orkers^ ^ing tiiese profiESt 
would demand higher wages—the more so because of the high 
prices—the coiwumcrs^ seeing themp would pnaa for lower priceSp 
But either a rise in wages or a fall in prices vmtild render 
unremunerative some of the leas efficient plants, and ^vo^ld dius 
drive them out of production. Full employment would then liave 
to be restored by providing stijl more up-to^ate plantsj and as 
tlicsc came into production the same situation would recur. 

Moreover^ the siiuation here postulated implies that there 
would be a demandj at any price needed to keep aU the available 
labour employedj for all that could be produced. There is no 
absolute reason why this should not be the case;; for the high 
prices would infiate the incoincs of profit-makers^ who would be 
tree to spend them either on new^ capitaJ goods or on consumers' 
goods and services. If they spent their surplus incomea largely on 
consumers' goods and servirca, the effect tvouJd be simply to bring 
about a shlfi towards luxury produetbn; and this would probably 
increase the discontents both of the workeis and of the poorer 
CDUsumeis, and would mtensUy their respective pressures for 
higher wages and lower priM. If, hoirever^ the surplus profits 
were spent mainly on capitai goodSj the effect would be to drive 
old Instruments of production more rapidly out of use, because 
of a shortage of workers for keeping them in action. Only Lf the 
recipients of surplus profits refui^ to spend them at all would it 
become absolutdy iiupoisifale to keep demand at a high enough 
level to absorb all that could be produced. 

A state of a^rs in w^hich, cither on account of rising wages and 
frdltng prices or on aecount of high savings by the recipients of 
surplus profits, new instruments of production were continually 
driving older instruments out of use long before they were worn 
out may appear, on the face of the matteiy to be thoroughly 
dcdrable, as ensuring steady and rapid technical progress. There 
ore* however, serious difikultics. If the high investment is based 
on high profits, dcriii'ed from high prices and low wages—that 
If the pressures from i^onsumcrs and producers arc sucecssfrdiy 
resisted by the capitalists—the capit^ts must be indweed to 
Invest continuoiisly in competition with ihemsdra^so as to render 
their own existing capitsJ instrumcfits obsolete. Is not a large 
section of the capitalists likely* under such conditions, to hold 
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baclt from inv«tin<mt, in the hope of preserving existing capitai 
values. To tJic extent to which this occurs, equilibrium can be 
kept only u the SiMe?tep« in and, by itself iji\'estinff in new c^nstaL 
go^, maintams tlie total current demand fi>r goods and services 
at the required kvd. Bui State investment may under such con¬ 
dition! furi^er discourage private investment, and no limit can 
be put to the amount of public mvcatnjcnt that may have to be 
made. Instead of ^puaW, before lot^ this developing situation 
V we aha^ see, lead straight to a kind of lodal™ 

On the o«^ Irnnd. if the need for nov investment to reduce 
succcasfiii preasuies from producers andcon- 
sumera for higher wages and lower prices, a difTcrent set of foroes 

r employment, under capitalist 

conditions, involves the maimenanoc of proGt Incomes at t r™ 
tmuo^y high level and-what is the'^ sam^SS^ SaJTS!; 
another way—the mainffiimnoc of prices at levels dictated hv 
c«ts not of the most but of the lea£ efficicnt"rSrS>rte 
non actuaUy m use It involves that every rise in wages and Serv 
ti^n prices musi U offset by a foil in cost, due tcTS^effiS 
production. That tha should come about would, no doubt be tit 
accordance with the traditional law, orpi;Htical eSroSiy 
It wo^d, indeed, reflrot prcfUely the condiaons liiat^Si 
assun^ in these bws, but have never been found fully in exist 
T* sodety. The clasricai economiL it ha. 

often been minted out, dway, assumed foil employment* an^ 
they a^ed also that the of inc«ad4 prodSiivSv 

to the coiHumcre. Na^ly, if we proceed on the baSs^ 
assu^g eonamious W1 employment in a capitalist soSro « 
^ave just been doir^, we arrive at a state of aJfoir, 
nacmbhpg diat which they derived from the same Sra^S 
l«». The ool, difference betneen oin- Sl'h 

that^ whereas they asamued full cmolovincnt 
out of the compe^tion of the labourers 

it to be maintained deliberately by the iriok of iheS*'iS 
HeaJingfor Sedaiism 

npp,^ eednei 


intact^ BeyorKl this il wiU nol be possibie to go^ without ad^'ersely 
affecting the volume of cmploymcui^ which would then have to 
be restored by fortlicr invcstiuciiL, As proBts on new and cJEdciit 
instruments of production will still be high, and the Lavestment 
will offer good prospects of profit, there seems to be no reason 
why it should not be made. But will the liDn-capitaibt sections of 
[he commuiuty be prepared to allow matters lo go on In this way? 
Will they not press, as consumers, for lower prioeSj and, as 
AvorkcTS, for higher beyond what the process of improving 

productive efficiency will atand? Surdy the consuiners wifi aegue 
that the high profiu secured by the entrepreneurs show that 
goixis could be sold more cheaply, and the workers that ihe high 
profits prove that still higher wages could be paid; and both 
these claims wiU be correct, but only on the assumption that 
wages need not be based on the productivity ofthe workers whose 
labour yields least value, because they are employed on the least 
efficient machines, and that prices need no[ be bas^ on the 
highest cwts of production If average costs and average pro- 
ductivity* instead of maiginat costs and maiginal productivity, 
can be taken as the basis for fixing prices and w^ages, consumcrE 
and workers can fare better, at the expense of profits* But if that 
happens, and surplus prafits ^m the use of the most efficient 
instruments of production disappear, the incentive to invest 
in such instrumenis is destroyed, and private capiialists will 
no longer be willing to provide them out of their reduced 
tttcomes, 

Tims, the pressure of w^ge-earners and consumers for higher 
wages and lower prices are ftetors making for a high ievd of 
iovBitment, because thdr effect is oontinually to drive old instru^ 
mentB of prodnedon out of use, but are this only as long as wages 
and prides condnue to be settled in accordance with orthodox 
marginaUst principles. If either of [hese pressures is successful in 
inducing a departure from the marginalist principles and in sub* 
stituting average for marginal pitxjucdvity or cost as the bads for 
wages nr prices^ one of two things must happen. U each firm has 
to pay the w-ages thus settled and to sell at the prices based on 
at-wage costs, the less effident ftrim wijl be driven out of produce 
don at a greatly increased rate, and a much higher level of new 
invesement will be needed for replacing tliem. If, on the other 
handt costs are pooled among the high and low cost firms, the 
less efficient firms w'ill be enabled to remain in pmduedon; but 
the profits to be expected from new iuvesetnent will be greaUy 
reduced, and the witiingness of entrepreneurs to invest will be 
affected. 
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* strong csite against pooling of costs, such as 
has be«i applied «i the coal-miniog indtutry prior to naiionalisa- 
uon. If r^ncx! js to be placed on private Investment for the 
supply oil new means of produciian embodying umto-datc lech- 
niquQ. On the other hand, if there ij no pooling, the m-cd for 
new mvcs^cnt be increased, but at the same time the 
prospect of profit from it %jill be reduced if the invciters are no 
advantage* of the superior efficiency of 
ffic new plant- Prices based on average costs will be lower, and 
based on productivity higher, tiian under the 

for the volume of private mvesttaent to decline ^ 

In either evimt, then it will be pracUcable to maintain full 
employment only if Ae State steps in to sustain investmen^t the 
Iwcl rcqmred. TIic Stale could do this cither directly, by iiSf 
undertaking enough m^e3tlnent to supplement what private 
were wiling to provide, or indireetly, by the sStTw 
^e 1^on be^fmefucingadditionalpri^^tebvestmem by 
^ng capital av^blc on cspeciaJly easy terms. In other 
the State could rithcf step into tlic private capitalist- vat^ni 

.capitalism in order to induJ “S 
production to a satisfactory IcvcL 

^IC of there polidc* would evidently lead to a vrad..,l 
JubmiuLon or S..« CopMUo, ro, pri^o 

increasing □^por,ion 

of the iristr^enis of production, and cspoctallv of 
up-to^tc. Private capitalism would dccarS\ould ai^«! 

1 ^ own only in the industries which reouire relatively fittle 
^pital and produce on a relatively mtal! scale a kmH nr 

-f 

almost certainly, a political revolt of the nmnl- ' i?^* wodd be, 
to Socialism by a differeat road- For wb^fould 
tmue to pay the capitalists tribute, if the ® 

capitalism as the provider of capital knd sert^ce of 

being performed ^ euierpnsc u no longer 

h Httre a Stopping Point? 


that win tnd up in som? sort of Socfalism. It may^ however, be 
pon tended tliat this need not liiippcn if neither the vvage-camers 
por the consumers press tlidr demands beyond what can be met 
without deencasc of the proldt-mni^m oecrumg to the iUDfc 
cfhcicjit entrepreneurs. This, no doubt* h the vision of the future 
which appears before the eyts of the more sanguine uphoJders of 
capitalisin, espccialJy in the Uiiited States. It mvoIvcS;^ however, 
the holding of an exceedingly neat baianee; for a full employmcut 
peJicy dearly cannot work unfess the outlets for consumption arc 
sufficient to absorb all that can be prod need» over and above what 
has to be produced io meet the current demand for im-catnicnt 
goods. Wages and prices must be held exactly at the combing 
levels w^hich will achieve this result* But can they^ be so held, 
when It ^^-ill seem to most wa^-camers that vi*agea arc too low^, 
and to most consumers that prices are too higlij in view of die fa^ 
profits w^hidi will be accruing to tlie owners of the morr up-to- 
date instruments of production? 

There is, indeed;, a possible way of preserving this precarious 
balance^ if the demands of wage-earners and consumers are met^ 
not by raising >vagcs or reducing prices, but by taxing profits and 
using the ^tx-procecds for the expansion of the social services. 
But this SDlutlpn too has its difficulties. High taxation of profits is 
bound to react on private invcstmentj not so much through 
lowering the net incenthii to invest as by reducing the incomes 
from w^nich funds for private investment are tuainiy drawn- If 
capitalist profits are largely taxed aw'ay and used for soda! 
services, it will become accessary far the State to supply the new 
capital which will no longer be forthcoming fmm private sources, 
and thus, again, Socialism wtU come ioi by one or other of the 
two roads indicated in the preceding discussion. 

There is nothing accidental about all this, ft Is the Logical 
outcome of the acceptance of petitical democracy. If once the 
poivcr to determlue the scxtal structure ts given to the common 
people, they are certain, sooner or later, having discovered thdr 
powrr, to use it in order to Insist on Increasing l^th their share in 
the natioTial wealth and the size of the cake I hat h available for 
sharing. This leads them to insist, first, on being maintained when 
they are unemployed or skk or past work—that ia* on a develop¬ 
ment of social services financed, at any rate in part, by progressive 
taxation. It leads them to demand, secondly, that die Slate shall 
assume Uic responsibUjly for finding them work and for main- 
cajning production at the highest practicable level* Tlte first 
demand capitalism can meet without surrendering any of its key 
points of poiver: the second, as wc have seen, it cannot meet 
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without gradually forfddn^ its authority. Vet the lecond ftemand, 
08 well as t]^ lint, is certatn to be made, as soon as the conunon 
pet^le get it into their beads that the power to shape society ts 
uldmately theua, and doe* not belong of right or prerogative to 
a limited class of super-citbens, set apart liom the rest. 
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CITAPTfiH V 


THE EVOLUTION OF SOCIALISM 


Tm£ words 'Socialism^ artd ^SocialUi^ came into use flm 
In England and France in the eigJiteen-thirties to describe certain 
schools of social doctrbic which ■wTfe then exerting a widespnead 
influence in both countries. In France, the rjllowers of Fourier 
were m^ng that human happiness could best be promoted if 
men were to live together in ideal communities^i called Phadan* 
stciies, pooling their laboum in the common service^ while the 
follow^ns of Saint Simon tsTre insisting that the victories of 
science and the paramount importance of the industrial am 
called for a shift of power from the old govexnitig classes to the 
'indiutriaLs'—those who held die mastety of the new techniques 
of production—and that sdence, git^n powcTj wotdd be able 
speedily to make an end of poverty and war and to rebuild the 
life of the peoples on soutidiy sdentihe principles of sodai and 
economic oiganbadon. Meanwhile, in Great Bn^n, the foUoivus 
of Robert Owrn were advocating the cstablishmcxit of Villages of 
Co-opcratLori, in certain respects resembling Fourier’s Pbalan- 
stcrlcs, but resting in other respects on widely differeat ideal 
foundations. The word ^Socialists' was applied at this time mainly 
to the Fourierists and Chvenites, from whom it was extended to 
the Saint Simonians and to other schools of tliought wliich were 
calling for a change in the entire basis of the soci^ system. 

7^ Ifiopian Sanalisli 

An outstanding difference betiveen Fourier and Owen was 
that, whereas Owen based his social ideas on the achievements of 
the Industrial Revolution,, which he believed to have put the 
means of conquering poverty and ending ii^loltation into men’i 
hands, Fourier thought hardly at all in terms of machintiy', and 
based his Utopia on Eiandict^ and the intensive cultivation of 
the land. He beh'eved that men needed gewi food and plenty of 
it, hut not much else that had a high cost in labour. The houses, 
the furniture, die simple clothing, and the otlier rn^uiiitcs of 
living in his Phalansteries he thought could he provided with 
comparatively Iktle effort* mainly hy handicraft^ and he believed 
tliat most of the labour^time of the people could be devoted to 
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the production and preparation oi food, and that die perPtif tnanfa 
of this t^oric, rightly organbcd mainly as horticulture, could be 
made a pleasure instead of a burden, and could leave men with 
ample leisure for e%vry sort of simple i eercaUon and enjoyment. 
Fourier himself loved good, vire)ln.cooLcd foot], and wanted every- 
oiw to be able to enjoy it. He believed that the irksomeness of 
labour arose mainly from men being kept for long hours day 
after day to a single spceialisicd task, and urged that, instead, 
every man should have many difTcrent occupatinns and should 
work at none continuously for more than a short spdL He laJd 
great atra on free choice, as wdl as on frenuent change, of 
occupation, and bcliev'cd that, under the conditions he proposed, 
there would soon be tio need for any compulsfon to labour. He 
did not, however, advocate cotiunuxusm of goods in any full 
He believed that work, including maungement, should be pa i d 
lor, at varying tales according to skill and responsibiUty; and he 
also advocated setting aside a part of llie product of industry to 
pay a dividend to the owners of capita! who joined Ids Pb^an- 
steries, but on a falling scale, so that the poor man would receive 
for each sltare a much larger dividend than the rich. This, it will 
be seen, was in effect equivalent to a highly progressive to* on 
unearned incomes. 

Owen’s Villages of Co-operation tvere based on a somewhat 
similar plan, except that Owen, hitnaira great master cotton- 
spinner who had espouwd Ae came of the workers, t hought of 
his Communities as specialising, some In intensive agrictiltuie and 
some in the various branches of industrial production, and as 
exchanging ihdr surpluses one ivitli another both within and 
across national frontiers, which he believed the new aociaJ system 
would speedily render obsolete. Owen also recognised the 
of capital, but in the form of fixed intcrett instead of dividends- 
and he believed that the capitalist class would die out of itself 
under his system, voluntarily renoundng its claims when it had 
experienced the advantages, and imbibed Uie fratcm,rl spirit of 
Uie jiriv drdcTH ^ * 


S^t Simon, die other chief progenitor of modern Socialism, 
ttiade no plans fw ideid cormnutyties. He wished men, not m 
found the netv ordw by cutung llietnselves apart from the old 
but to capl^ and transform the old society by channinff the 

dJipIacing pejitit^ by rSnomic 
rule. Saim Simon rccogni^ tile pnmacy of economic and 
scientific ro™jn shaping^the courw of social evolution. He was 
™ the people; but his doctrines could be rcmtcrpreied 

as leading to a kmd of technocracy, with scientificalJySS 
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bu3incs3 men replacing kingit atid nobles and gentlemen qa a new 
governing clasa^ He fended tn ihink nf the ^indtutrlal' eJasa m a 
ajngk entity^ opposed to the old anstocraey based on land: he 
did not think in terms of class^-conflici between capitalists and 
workers. Nor^ for that matter^ did Fonrler; and Ow^en^ who on 
account of the more advanced stage reached by Brituh capitaJisnij 
saw the possibility more clearly, also rqjudiat-^ such conflict and 
proclaimed a ‘New Moral World' which cnNghtencd men of all 
classes could join in bringing to birth. 

Bahfuf and iAi Forerunners qf Afodsm Sociidiim 

TTie doctrine of class-struggle, except in the form of a struggle 
between aristocrats and irLdustiialisls/ ivas associated at this time 
not with any of the schoob known as ‘Sodalbt/ but rather with 
that of Babeuf, whose CanspimH^n der Egmtx (^nsplracy of the 
Equals^ i^e. ad vocates of social equaLU>^ was the last manifesta¬ 
tion of the revolutionary spirit in France before Napoleon^s 
conquest of power. The followers of Babeuf preached a doctrine 
much closer to Communism than any of the Sodaliit scbonls; but 
thcyi like the FourieHstaj belong ^sentially to a ita^ of thought 
prior to the Industruil Revolution and to the development of a 
capitalism based on the power-driven machine. They envisaged 
an equalkarmn society mainly of peasants and handicrailsmen: 
the new thing about them was that they set out to achieve this 
society by means of organised social revolution and the dictator¬ 
ship of the prokcarkt, by which they meant the propertyleas 
doses. 

It would, of oouisep be possible to trace the evolution of 
Socialist idcaS| in essence though not in name, much further bock 
tlian the French Revolution of tyflp or the British Industrial 
Revolution which w'os broadly contemporary with it^ Cornmnnist 
ideas were present in Morels Utopia and fonnei a much more 
definite expression in the writings of Gerrard Winstanley and in 
the Digger movement during the Civil Wars; and in France there 
were Utopian ScNdalist writers, such as MabLy and Morelly, before 
the Revomtion^ But 1 am not now ^mting a history ofSi^aHsm; 
1 am only giving an outline of what Is necessary to the under- 
Btanding of its development in the world of to-day.^ For this 
purpose", the Induatriid Revolution forms the natural starting- 
point in Great Britain and the Revolution of J7S9 In France; for, 
though France was fer behind Great Britain in the development 
of steam-power, the ferment of ideas set on foot by the French 

1 For * fuller, but nill btief, Account w tlic '”SpcLaJijini»" 'whSch 

I hAvc wntten far tbe iiew edidoii uF the 
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Rtvoluticn miiigled ^vitJi ihtr c^ononiic Actors at ^orfc in Great 
Britain to Lay the fovmdaUom tbr a Socialist movemedt L>ascd 
majidy on tber warkio^ classes. 

Babcuf^ then, and hia foUwers^ from whom descended the 
school of Aujfuate Bianquij supplied the ideas ofsociiiJ molution, 
of dass^strui^Ic beti^Ten praleumans and propcrty-cm^tr*, of 
proletarian dictatorship, and of social equality as the mm. Saint 
SimoOf by his imistence on the primary importanoe of cjconomio 
and te^nolo^qaJ forces^ supplied tlae germ of the doctrine known 
as the 'materialLyt conceptbn of history/ which Mane and EngeU 
later dev'cloped with the aid of the Hegelian dialeetical phil¬ 
osophy. Fomier supplied the idea of so organising work as to 
maJee it a pleasure instead of a burden^ and was the pioneer in 
fonnulating a p^chology of the wxrtk-process and in seeking to 
find new^ inccnti^'CS in substiLtidon for those of fear and w‘aut. 
And, finallyp Ow cn was the first to seize dearly on the idea that 
the Industmi Revolution had made an end of the need for men 
to struggle one witli anot her for the means of Living and had thus 
rendered competition Uficieccmry as the bads nf the economic 
ondcTj and made the way open for cg-operadon Instead. Owen 
- was also the first to proclaim what was in cficct the modem 
doctrine of ^fiiU employment,^ and to see that socialised control 
of the means of production was the w^ay nf ensuring their fijJl 
use for the common benefit. 


Patru^ C&dwin^ and the Rieardians 

To these four streams of thought that went to the malditg of 
Socialism must be added three others. Tom Paine, having rtide 
himseU; in his Righti Man, the champion of the principles of 
the Frendi Revolution and the ontstandlng advocate of com¬ 
plete political democracy based on uniwrtal suffrage and repie- 
Bcntatlve goverament, went on in the second part of his b^ 
publish^ a year later, to outline a Ihr-rcaching plan of social 
reform in which he antidpated many of the fcatuies of modem 
progTcssive IcgcilauQn—mduding, among many other proposals 
heavy Usatton of large incoma for the financing of office 
pensions and other sodal icrvices. William Godwin in hk 

hmiKlf the chmnpwft €,f tht bdief in human perfectibility 
based on juration and on the development of the reasonitS 
iiunilncs of the common people; while, by his faith in teasoti and 
in voluntary MUon mspircd by it, he led to foreidl the dis- 
appearantt of govemmenuU e«raon and to become the foie- 
runner of modem Anarchism. Finally, tlie publicatioii of the 
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^vTitings of Ricardo, tn which the econoniica of the new ijiduitnal 
capitalism first found their full expressioii, provokedp in conjunc¬ 
tion with the plain facts of the developing dass-stm^le bet^veen 
capitalises and labourers in Great Britain, a number of answers 
in which RicardoV doctrinca were transmuied into an anti- 
capitalist form and were teed to demonstrate the eatploitation of 
labour by the ownco of capital and the mevitaliility of elass- 
conBIct under the capitalist system. The foremost of these 
‘Ricardian SodaEsts^* as they have been called, were Thonias 
Hodgskin D^tndtd and Poiilkal Ecfmn^)^ in most 

iT^pects a foBowrr of Codv.=in* and VViULain Thompson of Cork 
{Ldmur RfiL'^ded and Priitci^j of ike Bislrilmtim qf 
a [cading Owenite SocLilisi. 

Tke ^Communisi Mamfisto* 

It \V3A the adiievemcnt of Karl Marx, aided by Friedneh 
Engels, to bring ideas drasvn logether fi^m aU these sources into 
a comprehensive system of Socialist doctrine^ In the Commmist 
published in the year of European revolutions, 

Marx and Engels appeared as the prophets of a new ^Scientific 
Socialism" in which was displayed the hisioiic mission of the 
W'orking From the Saint Simanians came the conception of 
the evolnrion of the ^powers of production^ as the determining 
force tn social affahs;; but it appeared transformed, under the 
infliicncc of Hegel, into a dialecticfd theory of revolutionary 
developmctiE. From the critica of Ricardo came the theory of 
surplus ^'uIueJ that is, of the exploitation of the possessors of 
labour-power by tlie oiivners of property tn the means of produc¬ 
tion- but here too the doctrines of the ‘Ricardian Sodalists' wnere 
iransTonncd into a systematic critique of capitalist society aod of 
its institutions and processes of thoughtn From Babcuf and his 
fellow oonspirafOTS ciaiie the conception of the psoktariat p a 
class destined to set up its dictatorsliip on the ndns of capitalism; 
but BabcuTi cnide conception ol’thc proletariat aiYd of the revolu¬ 
tionary process were tramfonned from the noddn of conspiracy by 
a chosen frw* into that of the open conspiracy of an entire class— 
the working dass-’^Hargamsed in a mass movenient for the over-' 
throw of capitalist society. From Owen Marx took the ideas of 
‘labour-poTiVCT* and orsorially necessary labour time" as the dirter- 
minant of its value; but he md no tLie for Owen's model com- 
munilks or for hb projects of‘Labour Exchanges,' in which the 
workers could exchange theh products at thdr values in hours of 
labour and thus dispense ^rith the capitalist market. From 
Fourier, itidced, and from Godwin Mans took little or nothing; 
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for their bclitir tn voluntary asiodatlon had no appeal for him. 
He thought csscndally in tmn% of concentrated po^'cr, mcarnate 
in the State, which he regarded a mere "cxcctilive committee 
for matiaging the affairs of the ruling class as a whole/^ and 
therefore set out to challenge and to supersede by a new instru* 
ment made in the image nf the working cks, its destined 
succosor. Nor did hlarx derive much from Paine; for he had no 
belief in the magic of representative gmtrmmcnt and univer^ 
suf&age as means to the promoiion of welfare by way of social 
reform. He belie\'ed not in refbnu; but in revolution as the con^ 
summation of the dass-strugglc between carploitera and exploited 
for the posscseion of power. 


Thf Aiaterialist CoNosplion ^ 

Tlic cardinal doctrine of Mandsm is the so-called 'materialist 
conception of history." The history^ of matiklrKl^ according to 
Marx^ Is essentially a histoTy of successive class-struggles arising 
out of ihc development of die 'pcnveni of production’—by which 
he means die eommand ^vhlch men have over nature by virtue 
of their knowledge of the means of shaping natural forces to serve 
their ends. Each stage in this devdopment requires for the use of 
the ^powers of production" a certain econoniJc structure ofsodetyi 
which Mars calls the ^condidons of production.' This structure 
invghTis certain relations lietw«n man and man—at one stage 
the relation between master and slave, at another that between 
lord and serf, and at yet another that between master or emplo\^ 
and wage-worker. It also involves die appcantncc of intermediate 
classes, such as the t&srgmsk, or capitalist class, which begins its 
career as a cLa^ inlcrmedlatc between the feudal aristoenwry and 
the unpmilcgcd majority, and presendy pushes the aristocracy 
out of the scats of power and occupies diem iisdT. The State on 
this showing, is at each stage of economic devdopment simply the 
poll I leal superstructure w hich the gcweminc da^ erects for the 
legal etiforcemcnt of its daims. Moreover, the ideas which men 
form about sodety and aboul themsel™ and their rdadon to the 
world take theu^ colour from the dass-rtTUCiure; and oaen con- 
«ICIS winch to be a^u» rrUgiou or ethical pdndpiet are b 
rwlity fonns of tlie stmggir of classe*. ^hc vJeU-known 

phrase Rchgion is the opiutn of the people^* mtaiM that one 
govcnujig after another has endeavoured to Instil into the 
governed religtotw sentiments which will lead to a passive obedi- 
cnee lo ^thoiity and to an acceptance of levili and injustjccs in 

^ iu the lilt to come. 

The process of history^ according to k 'dialectical' By 
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this he itieatkS, v^ry broadly^ that dcwloptnent from one stage of 
civiii&atioa to another takes place, not by a ^oofh and gradual 
prpgTOSj but by way oT conflict. "Dtii notion Mane derived from 
Heger* MialccticaJ/ or dyTiamiCj as contrulcd with the 

sta tic formnl logic ^v^hich hnd held suTiy from the da^ of Aristotle, 
According to i'legers conccptionp the nature of things b not to 
remain static^ but lo chan^. A thing doca nfli merely stay what 
it is, it turns into something different under the influences to 
which it is exposed. The static notion of difference, the contrast 
between being "A* and not being *A/ n^onstrues reality- for 
‘A* is in truth always in process of becoming 'not-A.’ This inter¬ 
action Hegel represents as a conflict ^ whereby out of *A* and 
opposite is gcficratcd somcUiing different from both. On the uni- 
versoJ plane, Hegel conceives of the process of history as a series 
of conflicts in tlic realm of ideas, and he represents this process as 
the struggle of iho universaJ Idea (with a t^pital I) for sclp 
realisation and the elimination of contradiotion in a final synthesis 
embracing all reality. Each stage is expressedj not as one of the 
familiar syUogisnu of formal logk^ but as a diajectjcnl opposition 
of thesb and antithesisp leading through conflict to a synthesis 
w^hich becomes in its turn ihesis, meets with its antithesis^ and is 
resolved into a new and higher synthesis. 

77u Aiarxiaft DialtctU 

Marx took over from Hegel this apparatus of the dialectic and^ 
as he himself said, turned it upside down. In place of the selfr 
evolution of the uni versa I Tdcft" he put the development of human 
societyp and in place of the successive conflicts of ideas successive 
contests between meup or rather between classes- for i\£anE^a 
thought was domirLitcd by the notion of social classes as socnchow 
more real than the indis'iduals v»'ho niatc them up. For him the 
capitalist class was more real than the single capitalist, whom he 
regarded as merely one of its units^ and the working class than 
the individual Mctaihlabouiet,’ who^ wwfc under capitalism 
seemed to have meaning only w'hen it was combined with the 
work of others m turning out a social prirduci embodying the 
contributions of many labourers. Marx 3a^v^ world history as 
developing fundamcmaJly through tlie advance of human know¬ 
ledge, w'hich was condnually altering the 'po^vers of production' 
at men's command. But, 'whereas knowledge coiitd advance 
g^ually—albeit in fact it oflcn inade sudden leaps—the adapta¬ 
tion of the Conditions of prodttctioh/ that is of economic 5>'»tcms 
and economic and political relations between men and men, was 
obstructed by the resistance to change of the classes in ptBasroion 
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of For tim hiuimq history progrewd not 5t^^di]y 

by continual adjtistmcDtai bui by sudden rtvolutionSp when rhe 
pent-up forces of revolt widiin the exlsdiig order could no longer 
be restrained^ but bum their bonds and iniistcd on the thorough 
transforiTiatton of society to a ne^v pattern corttaponding to a 
higher phase in the evolution of the powers of pjr^uctlon. Each 
such change, he held| planted a neW" ruling class in autJiority^ up 
to ^e stage at w hich the proletariat^ having conquered the capi¬ 
talists^ ^vould ha\'t no under-cLasi Irh to subject to eKpioitation. 
Then^ after a transitional period of proletarian dictatorship, 
durmg which the superseded governing classes would be finally 
liquidated, mcti would arrive at a da^css form of society free 
from social antagonisms, and, to use Mantes espresaion, ^"pre- 
histoiy" would end, and “history'- begin, 
li concepdon of Iibtdry hlarx and hb followers called 
^ ** distinguish it sharply fr^om Hcger* 

idealist"' conception, which at the time dominated Eurdpt^n 
thought. The name has been a cause of much misundcrstajuSing, 
though Mane himself empha^sed the difference betw^i hb 'dia* 
ItcUcsi] matcrialbm* and what he called the 'crude materialism^ 
of certain other schools. Marabm w^ in truth matciialbt only in 
theseoK of denying the Idealism of tlie Hegelians, and not in dm 
of denying the reality of mind. What he asserted wtis the reality of 
the objec^e world of men and things, in which mankind made 
Its owm history and was not merely the instrument of some tran¬ 
scendental immaterial Spirit* 'Realist' perhaps describes better 
than materialist' the essence of Marx's attitudej but the name 
has become too wdl citabLished to be dbplaced.* 


Thf Assumption ^ Progress 

It wiU be s«n that pyiomphy wns esscntiaJlv one that 

took progress as one of its assumpiktis. Like Hcih;! he 

^liitionary ^vas from 

J^or to higher forms of organisation, or, in other vvonis, that 
civdmtion WM adv’ancing as mcn*i powa over nature trrew 
pcater Md the pwesso of production became more and SSJ 
socaijsed s^th ad^anemg techmqutt^ The more develop^ die 
povvTn of p^uciion/ the greater the need for ciwjtEatioS 
among men m their use. Accordingly, complete *wciaEom“ 
involving common ownership and common use 
product™ by Kdcy „ , bppZS 

oLSr'llf" ^ 
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of ilic hbtDnoil protc!tis^ and in this final all exploitation of 
nicn by jnen viru destined to dbappear. There might, of course^ 
be temporary setbacks in the course of the struggles by wWch 
humanity had to dimbj and such setbacks would arise especially 
in tite twilight of any stxial system^ whtTi it liad expended Its 
creative energy and vs'as beset by the ^contradictionm* which were 
destined ultimately to compass its defeat. But the occuixencc of 
setbacks Hid not in any way alter the progressive nature of the 
general process: they meant only that humanity would advance 
not steadily hut by sudden leaps iorwand fbUowing upon the 
release of new energy by the rcvoluiionary edtabLishment of a 
new social order. 

Marxism thus replaced the teleology of religipn by a tdecK 
logical conception of humanity iUeH expressLog itself in hunmn 
hisioiy\ Ck>ntrary to a common notion of Marxism, Marx said 
nothing to Imply that men are ypurred to action only by self- 
interested econoroic motives. Tlic ^economic man’ is a creature, 
not of Mandnrip but of cJaidcal economics, of w-hich Marx was 
the fDretuost critic. What Marx did assert was that^ w-hatever the 
motives on which men acted, what they could achieve was bound 
to be conditioned by the developing economic forces with which 
they had to deal* “Men mate their own history,” Marx pro¬ 
claimed; It is not made for them in mdependeace of their acdonM, 
But they can make their history only by acting in harmony with 
the historic foroes which their advances Ln the arts of produc¬ 
tion caU into being. To the extent to which they &il to align them- 
selvea with tlioe forces, they may be merely buBeLcd alxnit by 
them; but by recognising and wmking with them they can shape 
their mvn. destiny, .Marx took for granted was that, apart 

from icmporaiy lapses, men wnuJd do this, so that social progn^ss 
would be achiev^cd by die harmonious partnership of men and 
nature. Marxism is one of the great optinustic philosophies that 
marked men’s new^ confidenOG as they Mtendcd their mastery 
over the forces of natuie. With the pesdmiits who denied this 
conception of progress Marx did not argue: he simply swept 
them aside. 

Marxian Economics 

Marx’s economia were a particular aspect and amplification of 
his general sociology. HU theory of'surplus value" vraa limply a 
formulatian, in the economic la^uage of his time, of his general 
theory of class-exploitation. Private owTicrship of land of 
large-scale implements of production, he contended, constituted 
under capitalism a jbrm of monopoly which enabled llie owners 
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to appropriate for thcnuelvRa the benefits of increasing pro- 
el uciivity. The capitalists could grots' rich by buying labour-power 
in the market at ite 'cost of production’—that is, at a wage barely 
sufficient to enable the ordinary Iitbourer to live and to repfoduce 
his hind, with somciwhat higher wages to cover the costs of pro¬ 
ducing superior kinds of shiil—and by reserving for themselves 
sviiatevcr the labourers pmduced in excess of what was needed 
for their tnaintenatioe. Mars did not deny that real wages could 
increase, for hr recognised that the wage necessary to tiiairttoin 
the supply of bbour was determined, not by purely physical 
needs, hut also by the labourers’ own attitudes. He defended 
Trade Unionism as an Lnstrumcm for improving working^jlais 
conditions, and recognised the value of nich agitations as those 
which led to the Factory Acts and limited the degree of exploita¬ 
tion. But he held that, though concessions of these kinds could be 
wrung from an advancing capitalist system still developing its 
latent powers, the time vi-as approaching, if it had not Steady 
come, when capitalism would reach the limits of its expansive 
power and would suffer, in its decline, from increasing ‘contra¬ 
dictions.* Under Unss of these difikuldcs, the capitalists would 
resort to more and more extreme forms of monopoly and ccntrali- 
Miiou of po^ver, and these would have the effect of flinging down 
mio the ranb of the proletariat more and more of the sindl-sc^e 
capitalists, master-craflsnien, small brmcTi, and dealers who 
would be displaced by the superior effidency of the great 
employers and by the intensification of the financial power. Thus 
would arise a starker coufi'ontation of the two main contending 
classes—monofKily capital and organised labour; and capital in 
^ of its growing difficulUcs, would become more and more 
liable to rtcuTTcnt crises and would set to work to cut down 
w^a and to use the low-paid labour of exploited colooial 
peoples to undercut the workers of the more advanced countries 
hbnt, a hundred years ago, undoubtedly believed the decay 
Md overtl^' of tlie capimlist system to be much nearer than 
ihtry proved m fiict to be. He because ofthii belief (ymet'+rd 
.h= -d«.. of a oooditta ,«f •incr«,r„s'S:ly 
^rken. whereas m fact in all the advanced countries staiSards 
^“ “Pit^ins, continued to imprm'c 
as productmty mc«u^, even after capitalism had lumed fiom 

3^ in order to maintain its 

^fits. In the peri<^ between the middle of die nineteenth 
edntury and the outbreak of the first World War in 10,4 the 
opmitpg up of virgin lands and the rapid adv™ of sSeqtific 
techniques so mcrcased lolal output as to provide a much larcer 
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cskc to dividtj and to cauusc a D.oO.blc relaxAtiofi of the 
cooillcts which had tuarked ihc carLi^ pha^se^ of ihe Industrial 
Rc^^olution. from the Great Ihrpression of the later 'seventies^ 
iodredf tmemploymcnt reappeared on a seriou* scale in the 
period ie oises vifhich spread from one capitalist coutitry_ to 
another; and with it SocioLijiiir which had gone for a time into 
eclipse^ look on a new life. But in spite of the reciirrtint dqjres- 
sjorn^ on the w hole vTOrking-claa standards of living continued to 
advance: there was no general sign of the "increasing misery" of 
the proletariat whidi ^^ant and Engels had cxpcctedp becau^ 
larger and larger supphea of cheap toodstuHs were brought in 
from the ncwarais tliat were being opened up. This improvement 
of standards was indeed slowed down or even arrested in the Itral 
yean of the twentieth century; but up to 1914 there had been no 
clear sign that capitalism had passed its zenith and had begun to 
decay- Only after the first World War did n^ unemployiucnt 
make its appearance, no longer to all seeming as a transitory 
phenomenon of depression periods but as a pcrmancnl feature of 
a system no longer able to find outlets for all it could produce and 
increasingly dominated by raonopoUstfi who were deliberately 
curtailing output in order to maintain their profits. 

77w Spread of Mar^m 

The essential doctrines of Marxism wTre formulated licforc tltc 
middle of the nineteenth century. But they were httlc known m 
Great Britain untU much later, though Mant lived and worked in 
London as an entile Erom his native Germany. On the coiitincntj 
after a set back (bllowtng the collapse of the revolutionary mov'c- 
ments of 1848, they spread rapidly in the ^sixties, especially after 
the foundation of the International Working Men's Association 
(the Tirai Intemationar) in London in Tliey took 

especially^ in Germany, wherej as we shall see, they came into 
conflict with the ‘State Sodahsm* of Lassie and hb followers, 
and in France, where they did battle both with the revolutionary 
conspiratorial projects of the Blanqmsts and vrith the doctrines of 
Pierre Josiiph Proudhon, w hkh were a devclopiMnt of the earlier 
'associatioiiiSiTi* of Godwin and hotiiicrj and laid strcfs rattier on 
the powers of mutual sdf-help latent in the working classes than 
on the ncfsd for a political revoltition to conquer the State power. 
Marxists, acting for the linie in alliance with the follow'ers of 
B]anqui,'canie to the front in the iU-foicd Paris Cotmuiinc of 1871, 
in defence of which Marx wrote one of his most stirring mani¬ 
festoes tThi Chil Her »" Frave). But the defeat of the Coniraone 
destroyed for a time the power of the French Sodahsts; and it was 
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left to the Germans to develop the firat Lirge-scaJe Sodal Demo- 
erotic Party, on a basis of allegiance to Mandim and of hostility 
to the fast-growing capitalist imperialism of the newly con¬ 
solidated German 


German Sodal Dmoeraiy and ifu StaU 
There was, however, a passage in the early history of German 
Sodal Democracy which brought the followers of Mara Into 
sharp conflict with their master. Up to 1875 there were two 
German Socialist parties, the one professing aJlcgiance to Mara 
and the other to Lassalle. In 1875 Vi'm decided to endeavour to 
combine these two parties into one. On moat points they were in 
broad agreementj but tlic Lauallians, unlike the Marxists^ had 
from the first appealed to the State to adopt a policy of so^ 
reform, including the support of working..dass Cp-opetative 
Societies for prodoetton, and had put in the forefront of their 
programme the democratisation of the State itself IIksc objects 
were inclndcd in the draft of the pnaposed prognmmic of the 
united party. Marx at once protested strongly, especially on the 
muc of democratic reform of the State. It was, he urged nonsense 
for the working class to set out to democratise the capitalist State 
whidi tvas the clasi-oTgan of its enemies. The aim of Socialista 
inijjt bCj tidt Ed rcjbrm the capjtaJXit St3,tC| but to overthrow it 
and to put in its place a new State created by the workcia them- 
kJvhi as the embodiment of their own class-power. 'iTic Cwmaii 
Marxist leaders, realising that insistence on this issue would wreck 
the aimlgamfltion, suppressed Marx's' protest, and carried 
throi^b the draft programme unchanged. Marx, by not publish- 
w his protest, tacitly acquiesced, though be was much disturbed 
Thm, what was generally regarded as the leading Marxist party 
ui Europe departed from one of Marx's moat fundamental doc- 
trjjies at an early stage in ita cansir* 

one of Socialist theory 
^ne, but mamly ok of SooaJist practice in face of a diamdw 
wtuaUtH^e Rmchstag of the new Cerroan Reie^^ 
e^ted by i^ood suffrage, and it was «n agreed ma^ 

S an opportunity of which the S«ialists ought S 

contoting the elections. l*he 

whether the ttisutution of mniihood suffrage had s2^^ 
character ol the State as lu ntakc it a ivhirWl^ !^t■ 
class could hope in due cotusc to akr Z a. ^ 
^dem^atic or whether the «™s‘tfog''sS 

u^rwbly a apttalisi instituiion as to be tneaSablc of SiS 
roformed m mch a way a, to serve as an imlroJnt of SoS 


pmver. Marx look the latter view, botli on principle and on the 
ground that tlic Reichstai; Wi'as noi the real repository of power in 
the State, in that it neither dctermiocd the composition of the 
Go^'ernment jior cfTcctively oontroUed it. The Gemiiui Riuht in 
Marx^E vie Wj remained a * police State' of the govenilng class^ and 
the injititution of a legislative chamber elected on a t^dc fra nchise 
had in no wist alter^ its essential character. 

hiarx^s protestj being privately made^ did not become at the 
dme a subject of public debate among Socialists^ and the isstie he 
had raised was uever really settled, i’hc German Social Demo¬ 
cratic Party tvaa soon otitlaAved by Btsmarck, and driven under* 
groundt and this compdlrd it for a time to m^ert; to a fidly 
Marxist policy. When, however^ Ln i85|0, the Anti-Socialist lairtTt 
\^ere repealed^ a»d the party was again able to carry on open 
propaganda and conduct free electoral campaignaj it soon became 
apparent that^ though it continued to enunciate nevolutinnary 
aimS} in practice it was also a party of social reform^ endeavouring 
to use its parliamentary' position to secure legislation Csvourablc 
to worklng-cla^ ioterats. It could not, in loct, in the situation 
which existed in Germany^ conduct jiself in any other way, 
without forfeiting its chance of gaining widespread elector^ 
support, Bismani himself, iziBuenced perhaps by La^sallc, had 
sot out on a policy of social legislatjon designed to improve 
working-class conditions without in any way impin^g on the 
fundamental power of the ruling classes; and a Socialist Party 
seeking parlLimcntary support had both to outbid him and to 
press continuously for political teformi designed further to 
democratise the State machine- 

Russinn AfGTxhm 

Sudi a sittmtion had not existed anywhere m Europjc at the 
time when Marx and Eogeb drafted the Cctnmmiii Afmifisio. 
Even in Great Britain, economically the moat advanced ooimtry, 
vodng rights had only been extended to the middle classes, 
A wide su^rage existed, no doubt* in the United States; but there 
economic conditions were not ripe for the growth of any con¬ 
siderable Socialist movTinent- The situation that was taken for 
granted in the Afunr/Vtito was one in which the State w-as ex* 
dusively in the hands of a rcLitively narrow ruling class, and 
protest and agitation from outside were the only means of 
wrorking’Hclass expression short of actual revolt. 

This w^ of course, ahnoat precisely the «tuation which oon- 
tinued to exist in Russia— apart from the brief and half-hearted 
interlude of the Duma—right up to the Russian Revolution of 


igi?; Acconiingly, ^fancism pure and undiluted continued to fit 

ft b«n in practice much 
modifi.^ by the S<^ Democratic Parties of Western Europe. 
In the later years of the nineteenth, and in the early years of the 
i^nticth «ntu^, Europe had come to be divided, from the 
it^djicunt orpoliiit^ practice, broadly into two ?oncs, Ln one of 
which govenwnent had asnmicd a quasinJcmocratie form, \vith 
Cabincte dependent on parli^entary support and parliaments 
chosen on a ^vide fmnehtse, ^vhiie m the oihrr autocracy fitUJ held 
way and. even if Aert were democratically elected paJliamems, 
i>^nisters were not fully responsible to tlicm 
and freedom of poUticaJ organisation and agita^n odstcd only 
m ^int measure, or not at all. Of course, this dichotomy w« not 
absolute. Jn parturular, Germany stood poised ^tween the 
^tems, with the real Mtver mostly still in the haruds of the com¬ 
bined forc*» of the old aristocracy based on land and the nw 
oligarchy of industry and commerce. ' 

Sociaiism in Greas Bntain 

In Great Britain S^ialism was late in reappearing on anv 
sign^cant «ale afcr tti d^inc during the per?S of a^d^dS 
working-^ standa^ which began abourthe middhTS^hf 
luneieenth ^ntury. Mot tiU the ‘eightie, wa, them ary r^di!af 
and not till the nineties was its impact widely frlt^In iRHi' 
H M. Hyndman foimded the DenSmtic^'SeSdou” n^ 
attcn.pt to recreate Chartism on semi-Mandst foundations aS 
^thm three ytuus the new body had become the Sodal^SS 

It dd this. l.mvc.Tr. as a s^n of ladure rather than 
m doing »1, abandoned alf immediate hope of enlisting ^ mS 
body of the uxirkcis m its support. Them wem widespmad S 
djscontenis at the tune, due largely to the reappearSce of u^J^m 
ployment on a large scale and to the lailure ol^adr rir,:!' “ 

.prc^ down oBeci^l, lo Uw ,orw.p,!d ™rkm ”! 

ific Broid> »orkm wc RoditaJ Liberal,. ond oM SoSjSof 
riiey were seeking not revolution but reform. After the second 

Abends and Tories had forlSe 
vied with one another m passing legislation for the imn^rl^t 
of i^ orkiug.^±i5L5 conditioia. Trade Unioriism h^ri 
l^altKd: there had been fresh Factory Acts, Mines Acts and 
Merchant bhmpmg Acts for the protcctfon oTlabour the^dn.^ 
provided universal clemenm^y 

wid a ^tnnmg had been made with housing Zj 

«h .tw .ra„H™„ „ba„ J 




had been sloi^cd doun with ihe onset of depression; but U was 
Impossible to contend that the Britiah State oi tiie eighteen- 
eighties was not an iostrument of which positiv'e use tould be 
made for the improvement of wneking-cliiss conditioni- In these 
circimutanccs, most ofiJic Trade Union and CcHopcmiive leaders 
had attached thcmselra to a left wing of the Liberal Paity and 
had been pressJitg for further measures of social reform, to be 
enacted under a LiiKrral GovettimetiU Joseph GhamijcrJaiii and 
Charles Dilke had conadluled thcmsclra the natioiud Icadcu of 
this advanced Radicalism within the Liberal Party; and as long 
as there seemed to be good prospects of success along thi^ line of 
action the Socialists ^\wd no chance of vvitiJiing a maai following* 

liy the end of the Voghtics, hovve\'er, Uiesc hemes of Ratl icalism 
had almost died away. Chamberlain bimiielr broke with the 
Liberals and went qv'er to the Tories be cauM? of his hostihty to 
Irisli Home Rule; and in foce of trade depresrion and intensified 
Internationa] competition tlic Industria] craplojfers set their laces 
against further measures of social reform, on the plea that it was 
impracticable to afford chenu Tlic working classes licgan to lum 
against tlie Liberal Pariyi and to Icxjk dsetvhcre for a successor 
to Cbamberliiin as an embodiment of Radical hopes- Tlie time 
\ia5 ripe for the development of a new British Socialist movement, 
but not for one based on the fundaiuenlalty rcvo-lut ionary doc¬ 
trines of Karl 

J^ahian Socialism 

At this point the Fabians stepped in, and provided the theo¬ 
retical basis for a Socialist movement of the kind for whiclt 
British 'wtsrkinK^lass opinion was gettir^ ripe. The I'ahian itajt- 
ing point was Utilitarian Radicalism—the Radiealism which liad 
its roots in Jeremy Beutham^s advocacy of "the greatest bappinesa 
of the greatest number." Like Bcniiiam and bis sweessor, Mill, 
the Fabians began by conaideting* not iv-bat the State was, but 
what it ought to be, and what ought to be done by it. They 
reached the conclusion that the further development of social 
reform, on the scale rcouired to amend the condition of the 
people, was impracticable without a change in the structural 
buis of production-—or^ in other werds, that in order tO' end 
poverty and thus promote the greatest happiness of the greatest 
nomber it had become iicccssary for the community to take over 
the ownership of industry and to conduct U for use and not for 
profit. Oiily so could the highest continuous prodi^tion be 
assured, unemployinent he put on end to, and the distribution of 
income be ems:tivcly control Jed. The Fiibiana thus advocated 
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not « the lugkal outcome of An historical process of 
c but « a practical need of the tim^X fhTSt? 

V 1? ground that in no other tvay could Uic happiness 

of the common people be j«uiTd. «appmcs5 

ethical version of the Socialist mspcl 
^e lapid headway where XfarxUm had failed to appealfoM 
reason for tlm was that the British svorkine class was 

tiadiuom of the Eh^ndng chapels, ft was alieiiaS bTS^ 

elements of the Marxist SfutMOnhv 
but qui te mady to receive many of the Socialist doctrinM 

thi po'irct, and ihcir hismric mLsaion; not In 

h spine of philAQtJiropy and ichi&ritv tou'nrvit j 

oppressed. They hadj tnoreover^to say nothinir of the^t 
WAS a Jew by race, but not 
^th c^ntiaiJy undemocratic choraics iu over the 

their 

Sru.. 

jnsmutiOM of which they had experienV^ ^ - a rehgHliis 

Nonc^ormity ivaiwd la^r. and iiTden,™^^ 
impaired, but both elements in it were stiuS^v i™’?'* 

decades of the nineteenth century. closing 

^ (ftr ilrftiiA Loboar Partf 

Fabian l^talism, reinterpreted by Kcir Hardle anit j^i.- -t. 
young worhing-claB leaden who in 180:1 Jic other 

de., Ub o-, P„.y. b»™, ^ SS 

Socially which grew up not as a Marxist revolution™, ^ 
ment but as an attempt to advance towids sSS^i^Ik' 
Miphhcapon of the conceptiorts of social reform 10 ns ro rvr 
th™ m the direction of atmctural changa in ihe 
It followed from this approach that tfee purpcsc of 
Socialists was to caotme An Snm P“iT>osc of the British 

formatioa viM efi\%?iEea as k P™^ pf 

rather than force instrument^ P*^«iiasion 

pressed for by ‘o be 

the oountry; and cadi reform ach'iev'cd w-is^ 

-tone to further teforms, whi^ wtuld 
conges m the social ^na^fi::S:ST 


Sociali^tiDn orinduatrics be demanded | less on pnnciplc 

than aa a matter qf expediency m die mtensts of better service 
for tbe people; and socialijatJDn w'oidd come pieccnjealj Idee 
reform, as a itage in the continuous process of conversion of the 
main body of the people to Socialist ideas. 

This ^j^radiiaUst' Socialiirn vifas to pass through many vicisd- 
tudes in the country of its oHf^n before, in y^^on at last 

a parlifimcntary m^yority and the-rewith a dhanor of showing what 
it could achieve in the way of positive Socialist construction. One 
immediate edect of its appearance was to compel the Liberal 
Part>^ to reassert itself by taJdng up iigain the Radical notions 
which it had let lapse in the depresion. Thereby Libcraikm 
acquired a new lease of life^ stud the development of iJie Labour 
Party as die instrument of gradualist Socialism w^aa deferred. 
The Liberal Government of 1906 was the product of this 
regeneration, and for a time it looked as if the revivsd might lasL 
But die first \VorId War made an end of Liberalism as a con¬ 
structive political force. Ttie cconomie situation of die years after 
191S called for more drasdc atructural changes En the conduct of 
industry than the Liberals were prepared to make; and in the 
field of social reform the Tories were ready to go ^ enough to 
steal the Lil>cral thunder. British Labour the only 

possible alternative to Toryism as the bad* for a parltamenlary 
Government; but the Labour Party was still not quite strong 
enough to ndiieve this, Consequendy, from igifl to 19^, Great 
Britain was govomed almost continuously by the Tories, wth the 
disastrous result that none of die needed structural changes were 
made, and the cmmlry's economic strength was allowed notably 
to decline. Only the participation of Labour made poaslblc the 
great recovery of 1940, wbich just a^'crted dcicat in the second 
World WW; and the electorate of 1945 ivas correct In recording 
Its chief gratitude not to Wmston Churchill but to Labour as 
the architect of victory over Fascism- 

T}u Eifotutwn ^ S&dal Democrat in Eurffpe 

WTiilc in Gteat Britain, from the "nineties, Sodalism was 
developing slowly on the foundations laid by the ncCHUiilitarians 
of the Fabian Society and the Independent Labour Party, on the 
continent of Europe parties contmticd to profess aUegiance to the 
Marxist gospel of revolution. But in practice the Social Demo- 
cradc Parties of Western Europe be cam e stcadiiy less rcvolu-’ 
tionary and more disposed to follow the path of rcfoniiT ^ their 
parliamentazy representation increased and as the openings for 
reform Unproved with a return of capitalism to a more prosperous 





phaEc. Onct a^tfi capitalism seemed to have ,viinnduntcd the 
diflkulrjci which had been he^tting it. There were no more 
depressions as deep or as long as those of the ‘seventies and 
^cighKics^ Technical developmcnf was rapid in countries which 
^verc catching up with Great Britain in applying the achieve¬ 
ments of science to the production of weaJih; and for the time, 
With rapid colonial expansion and the opening up of iiaekward 
countries, the market %v^ swelling fast enough to Keep pace ivith 
the increase of output* There was a larger ^ike to be shared, in 
the countries which were drawing abreast of Great Britain^ and 
this made po^blc concessions which took the edge off Avorking- 
cla» hunger For revolutionary change. ^Fhc Iheoretica] gulf 
IxitAvecn Mandit Social Democracy and British Labour Sochdism 
remained very wide: the practical difFcrmcc was very much 
narrower than it had been. It became mum west of all betwwn 
Great Britain and some of the imallcr countrici of Western 
Europe—notably the Scandinavian countries; but it also nar¬ 
rowed greatly in both Germanv and France, despite the facti 
that the French made no practical progress with social reform, 
and that the Gcrmariis, who did, remained as far off ai ever Imm 
achieving a more democratic constitution based on fully napon* 
sible parilamcntary government. 

Itt Germany cspecmHy, the change from revolutionary to 
reformist policies did not occur without an internal struggle in 
the Social Democratic Party. At the beginning of the present 
century the German ‘Revisionists,' headed by EduanJ Bernstein, 
demanded a Iheorelical revision of Marxism designed to trans^ 
form it From a revolutionarj-^ into a rcfomiist philofiophy. They 
AATnrt cTUshingly defeated: Cemian Social Democracy clung last 
to its ^!^u^dJt phtlosophy and denounced as renegades those who 
attempted to rcA-isc it. But this theoretical constancy^ w-hkh was 
made possible by the lack of democratic advance in the German 
State structure, did not prevent die Gennan Social Democrats 
from folloAring in practioe a ^ial policy hardly distinguishable 
from that of the British Labour Parcy. ^(osl of the West European 
Social EXcmocnitic P^cs followed a similar course; and in the 
countries such os Italy and Spain, w^htch were Ixjih economically 
and politically less advanced, sharp drviaiotii appejircd among 
the with rival parties profit ng conaicting polides of 

revolution and reform. 

AFioTchisi-Ccmnttmism and Syrts^clism 

^ Events iii France CbUowcd a rather dtabrent course. Thcren too^ 
rival Socialist parties appeared fora time; but Jean Jaurct, whose 
aiB 



viewi wm akitt if> ihosc of the Bdthh SockJiats, suceecded m 
1‘ccajting them on ft inainly nrlbtmut In Francep however* 

as in Spain and Italy* there eristed side by side with Mandsni 
a strong Anarchist tradition of abstention from ^parUamenfcary 
activity and of Uie promocion of a Brocial revolution which was 
conceived as a spontaneous uprisi ng of the workcra to overthrciw 
the State and to set up in place of it a system of free^ democratic 
association based on the lo^ Communes. TEiLs type of Anaromat- 
Communism* whicli had also a strong foDowiog in Russia, 
succcctlcd in Fraiice in winning the aUi^iance of the ’Trade 
Unions^ which accordingly stood aloof Irom poHdcal Socialism 
and endeavoured to promote working-claaa interests by a policy 
of^direct action*^ intended to culminate in a general strike 

that wotiJd Compaq the overthrow ol the capitalist State. This 
Trade Union brand of Anarchist-Communbin came to be c^cd 
Revolutionary Syndicalism (ypidkat h the French word for a local 
Trade Union). It found Its phiioaophen in Femaod Pdlouticr* 
seta'ctary and leader of the French C/wA'd'/tf du / 

ami in f^Qrges Sord {R/^xiew mr la ViaUace and La Ditompantiott 
du Marxism*). A somewhat similar movemmi made ju appeanmee 
under the name of Industrial Ijnionijin in the United State*, 
tamely among die foreign immigrania, and spread to C^da and 
Australia under the auspitca of the once-fhmous Industrial 
Workers of the World. 

The strength of this moveiuent in France was largely due to the 
Euluie of Frencli Radicalism to develop along the lines of social 
reform, and of French Sodalatn to succeed in forcing it to do », 
Similarly, in tlic Umted States, the absence of an cHcctive 
Socialist Party fenced workiitg-clasi discontents into the chatinci 
of direct industrial action. But the underlying re^ns were 
different—in France, the trladve backwardness of economic 
development, and, in America, the rapidity of capitalut gro 
in a vMt country' with huge resources atvaiting eaploitalion and 
with plenty of scope for an advancing stand^d oFlifc (albeit not 
for a italile progreo) under unmodified capitalisiUh 


Sadalism in EasUtn ^npt 

In Eastern Europe, and above all in Czarist Russia, the situa* 
lion was entirely different. There, political autocracy ranamed in 
being and the growth of capitalism, largely pioneered by foreign 
capital, had not created any pmvcrful capitalist movOTent 
demanding a share in politico power, /p's area of capita ist 
development was small in comparisoa with the area ol s very 
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pniiiitive a^iculturai economics dominated by &uda1 latid- 
lordism. Mandat SodaUsm took iwt among the ^s-orkexs in the 
RTtat modem factories^ but they were few. Over the rest of 
Eastern Europe there grch' up a kind of peasant semi-Socialism, 
more doaely aldn to Auarchuni. The Russian Soda] Revolu¬ 
tionary Party was iti outstanding oeponent. Russian Marxisu 
^enuclvca were divided, one secdon, the Mensheviks, desiring to 
wtate the newer model of the Social Democrades of Western 
Europe, the other and larger, the Bolahevik*, held entirely 
to the original revolutionism of the Marxist doctrine. 

Tile great piacticai issue between BotsLeviJis nnd Mensheviks 
caiiK to be tJiat of the method by tvhieh Russia could advance to 
Socialism, 'nie Mensheviks ar^cd that a country could berame 
ripe for Socialism only by passing through the tucoesiive stages of 
capitalist development, and therefore wished to encouro^ the 
growth of Russian capitalism and its acouuitioti of political 
l^ver. They were prepared to aid a capitalist revolution, which 
they bdm’ed wodd prepare the way for a subsequent Sociabst 
victory. The Bolsheviks, on the other hand, argued in favour of 
a wwking-dass revolution, bared on an alliance wiUi the poorer 
peasants, leading direeUy to a working-class assumption of 
rawer in the lorm of a levotuciDnarv' dictatorship. This achieved, 
t^ hdd, the stages of capitalist development could be aone 
through under Soemlist guidance and control, in the fori of 
a State Capi^am- which could be bent to serve workingHcJass 
encU and cduJd be craosformed speedily under vigorous SociaList 
teadcrship into real Socialism. After the Revolution of iqr? the 
folshev'ib Irak the n^e of Ckimmunlsts, meant to TOaU the 
Oufmurnst Mmftm of 18^8, of which they regarded themselves 
as the Victorious exponents. 

The Rrauidl oj Comtmtmsm and Its DrvetapmttU ta tht Smtt Umon 
'platinisin' thus came again to mean, as Mane had tried to 
ra*dtc It mean m 18^, revolutionary Socialism using the dictator- 

hal? ^ “ I.*” In Uie intnmral, the word 

Jn m agnify a state of society in which 

all would produce and enjoy m common, without pEryment for 
wrork or for go^, or at any rate would share equally m^thc avail- 

a 
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The policy of ihc Russun Commiuiiitt v-tw at the oulKl 
definite^ ititernalioiialisi. They aimed at making tlic Riuiian 
Revolution a starting point for proktiirian revolotiona oU Over 
die vmrld, in the belief that ai long as capttiillsm remained erect 
in other Leading countries their own revolution could never be 
secure. They found themselves isolated, and were exposed, 
exhausted as they were hy ivar and revolution, to countcr- 
revulutionary crusades organised by various ‘Wliitc Hopes with 
encouragement and heJp from the victorious Allies. France helped 
Poland in the Soviet-Polish War of 1930, and _ theteaRw 
attempted, with Great Britain, to build a eordi»t samtasre along 
the Soviet's narrawetl fronlici* in order to "keep Bolshevism away 
from Western Europe." Ever rince then, this fear and suspicion 
of the iotcntimis of the West European Pw ers Inis exerted a deep 
inllucnoe on the Ibrcign policy of the Sovtct Union, wiiosc leaden 
luflered irom a perpetual dread tJiat the capitalist countries might 
succeed in appeasing Hitler by offering him a free hand m the 
,-a«r This explains the Soviet Union’s attitude during the cinly 
yean of Nazi supremacy* Ijatcr, the leaders of the Soviet Union 
made a great effort to induce the parliamentary countries to jom 
with them in a policy of ooUcclive security against Fascist 
aggmsion. When these efforts failed, th^ withdrew once more 
into isolaticm, and even signed the Soviet-Germaii Pact in the 
hope of gaining time to strengthen their own defences in face of 
the prospect of Nazi domination over the whole European con¬ 
tinent beyond their ftontiers. 

Long before that, RuSMii intcmalionaj policy had undergone 
a comprehensive change. ^Micn, after 1918, the expected sociid 
revolutions in the more adraticed eountrio tailed to happen, and 
when it was found that, for the time at least, the leadm of worJd 
capitalism could not sustain a policy of active inierycntjon^amat 
the Soviet Union, hopes began to be entertained that the Russian 
Rev&lution iiiig;ht survive: none the IcsSj and might be able to set 
^bout the of building Sochiiisni in u single country. 
advocacy of world revolution as the only means of »ving Rus^ 
associated above all with the name of Trotsky, fell Into ducredit. 
Stalin’s rival policy of consolidation of the revolution at home 
came into its own. Trotsky was flung out of oflSce, accused of 
counter-revolutionary goiapiiacy, and later exiled. His name, 
once coupled with Lenin’s in the history of the Revolution, becaiM 
a subject for execration. The Soviet Onion set out, ur^r its 
successive Five Year Plans, on a course of imeimve 
development dcaigned both to raise its standards of 
future and to arm it folly for wax. Agriculture was collectivised 
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both in order to ensure the food supply of ilie to'iVJM and in ordpr 
to '^socL'iLbc' the mind of ti^e pedant and so make liim a harn^ 
momoiis instead of a discordant element in the working of a 
Sc>cialisi State. 

The ouEatanding success of these ^‘entunes^ after initial sethacka, 
gave the lie to those who liad confidently prophesied the speedy 
break-up of the Soviet rigJ me. Tlicse prophets of disaster induded 
not only the reactionary professors of economics to whom refer* 
ence has been made earlier, bu t ajio many of the Social Demo* 
oats of Weatem Europe. A good many Western Mindsts took up 
from the first the curious attitude that the Socialist revolution in 
Russia ought tio[ to have happenetb drat It was premature 
liccause there was no adequate basis for it in the economic 
development of the country, and that It was bound to end in 
anarchy and dls^ter. They also attacked it fiercely for its 
espousal of die idea of dictatorship, which^ though Marx"* 
advocacy of it could not easily be denied, was regarded ljy them 
03 an unwarrantable breach of democratic principle and as 
involving in feet a dictatorial rule, not ^ the proLetariat but dwr 
it, by a body of self-appointed leadcr^^ The German Social 
Democratic thcorisi, Karl KauLsky, 3 upposed to be the strittest 
of Mandsts, was the foremost of these denounecra, and the conduct 
of the controversy suffideotly showed how far German Serial 
Democracy had b feet travelled from the revolutionary attitude 
of its original inspirer. 

Socutihm and Comiminism in Great Britam 

In G™t Britain, where Marxism l^d little lioltl in any form* 
theoretical deniinciatloti of Gommunixm wo* much less vigorous 
than b the coiiutries ^vhere Social Democracy was strong. But 
even in Great Britain widespread use was made of the hostility to 
Mictatorahip/ and the Rusaans were blamed, not indeed for 
making thnr revolution, but for feifing to give to it in the hour of 
suecess a parliamentary dmocradc Form. Just as rhe Riwians 
sought m the early stages of power to fomept In other countries 
revolutions patterned smelly after their oi,vti, so the Westcni 
Socialists could imagine no other pattern for the government of 
a Socialist country than the mstituiions of parliamentary 
democracy through which they were endeavourbg to advance 
towards Socialiim in the Wot. Ie seems seldom to have occurred 
to citiicr body of disputants that one mode of siacial chan-fc might 
fit one set of Mitditions and another anoihcr, or dSit tlSre 
might msupmble dimcultici in the w^y of settii^ up dther 
a complete parliamcntar)- system in a country which had been 


used lo nothing but aulocracy, or a complete Soviet i^rstcm of 
dictntcu^hip m countries which had a long tradition of open 
pqliljcal disctis^iion, rival parties appealing for pnbLic support^ 
and IcKtalatioii and adniinisEfalion under the coni ifiuous scrutiny 
of a ParliiLmcnt inclufling rcpresentati'p'es of all the lead^^ 
brands of apinion. ^ i. 

I do not mean dial nobody thought in this On the 
trary^ it was, I bdLieve, a very common attknde among the 
working of Great ftritain^ and very likdy ofothicr countnei 

as welL But liuk was heard of such mulnal tokrajice and under¬ 
standing In the lieat of the cofitroversy between p^li^ientanans 
and advocaics of revoludonaiy dictatorship- TIic instinctive sym^^ 
pathy of the working classes in all counfcrica, or in nearly all, for 
the Russian Rcvpluiion was strong enough to prevent the quarrel 
from being pressed to practical extremes. But throughout the 
period between the it disastrously divided the forcra of 
Socialism in Europe—most disastrously all in Germany, where 

the animosities of Social Democrats and Communists contnhi^eci 
greatly to the rise of Nazism and prevented the Weimar Republic 
from hneiing any finn basb of popular suppori- 


Thi Communist iTikrmtionni 

It 15 impossible to acquit the Communist of the So™t U^n 
of a large share of the rcsponaihility for this state of The 

Cdnunurust Internatiqimlj fouuded as an agent of the 
revolution that failed to happen, became an inslri^ent in me 
hands of the Soviet leaders for malti ng trouble in othi^countnes 

whenever trouble seemed to suit the RuMians ■ f 

tionary Marxists of the Soriet Union did leallv rc^ the 
Democrats of otlicr countries aa iraiion to holism for th^ 
failme lo convert the Russian into a world lewlution and were 
whoUy tmabk to undentaud the condiiioM or the dements ol 
opinion wifh which, in their own coutitriea, &cb 1 Democratic 
l^dcra bad to deal. They fell no sort ofobli^tmn to obape an 
attitude of coinradcly accommodaiion to SoCi^ Demomtic con¬ 
venience; and m practice most of die foreign Communist Partra 
sliowicd themselves ready to observe any orders Moscow w-as 
impelled to in\e them and made themselves mere appendages ol 
the Russian Goinraunisi Party- Thisatdiudc was quite co^iStMt 
with the doctntw of democratic cenlr^ which w« p^ of die 
Communist orthodoxy, as long as the Comniirnim rKillyTKhe.-ed 
that the devdopraent of the Russian I^-olotmn 
levolutinn was only defened aud was stiU the pomt of for 
long-run objecUves. It became obsokte when the doctnne ot 




‘SodalisEn in One Country’ had replaced the dc^ma of ‘World 
Revolution/ but it was ncv'ertlicleM per^ted Ip by the Russbm 
on account of iheir suspidiorLs, and acquiesced tn by CkranjiiuiiiatJ 
outside Riuaiit because tlic sccuinty of die Soviet achievement 
Seemed to diem U? outweigh in importance aJJ other con¬ 
siderations. , ,, , 

This attitude created, in the Western counmes, an exceedingly 
difficult dtimtton. It was diflkuli for any Western Sodalist, unleas 
be wxre an out-^nd-out Communist, to collaborate with the 
Communliits of his own coimtry* however much he might sym- 
pathbe Avith die Communist achievement in the Soviet Union and 
see the importance of Socialist utvity in the Wesrt, It was dilBeult, 
because the Communist "party line* wm liable at any time to be 
suddenly altered on orders from Moseow, irrespcqdve of the situa¬ 
tion in the country to which the orders were sent* and solely in 
accordance with die inteeestSi real or supposcdi of the Soviet 
Unionp That is why the oft-repeated attempts between the wars 
to create "^Unitcd Fronts^ of Socialists and Communiats in the 
Western countries broke down as often as they were made. 

Social Democrat in th^ Doldrum 

It wouldt ho'tt'everj be no less unfair to put all the blame on the 
Russians than absurd to exonerate them aitogether. 'riicre was 
some warrant for the Russian attitude id the cmDrs and hesitations 
of Wortem Social Democracys which showed itself remarkably 
unready to take advantage of its opportunities for Socialist 
advance^ in Germanyp the Social Demooats ivcre at the outset in 
full control of the new Weimar Rcpubliej hut they wholly failed 
to use their power cither fc^r constructive advice towards 
Socialism or for the firm suppression of oounter-revolutionwy 
forces, wWch they even used as instruments for suppre^ng their 
own left wing- Later, in Great Britain^ the two Labour GoveJtt- 
mentsof 19114 and 1929 acquiesced In thdr a^orky status to the 
extent of not attempting to advance any Sdciafist mcasweij and 
in the crisis of T931 it was made plain that thb frulure was not 
attributable only to Lack of fwwcr, but was due also to lack of 
Soctalist W'ili on the part of some of the outsfanding leaders. The 
secession of Ramsay MacDonald and Snowden front the Socialist 
mov'cment appeared to verify, ai plainly as the attitude of Ebert 
and Scheidemann in Germany, the Russian view that Social 
Democracy had ceased to be really Sodalkt. 

'fhe crisis of 1931, however, showed not only ihat there wero 
real traitors in the Socialist iiamp but also that, in Great Britain 
at any rate, thqr had hardly any folLowen. MacDonald and those 
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who accompanied him into the ^National^ Goveminciii of 193U 
were Icadci^ without an army. Their fotniE' followOT ttay^cd 
solidly inside the tnm frment which the leaders had bctraycdl- II 
took time for the British Labour Parly to recover from the disaster 
of 1931, when it lost most of its scats and nearly all lU prestige. 
But it remained and it did lecov'crji to prove 

Russians had been at any rale partly wrong m judging it by tts 
erstwhile leaders. 

77c^ Eutcpfon Sacudist Outio^ 

Moreot/efj when in 1945 the mists bc^n to dear aw^y from the 
face of Europe aiicr the years of Nazi docup^tiDn and oppremoUs 
it at once appemed that the issue of Social Democracy and Com¬ 
munism would have to be fiiccd afresh. In Eastern Europep the 
Communist tendeucy had won all along the lint,- and in effect 
there had been created a Soviet sphere of influence e^etending to 
what had been Eosiem German Vi to Poland^ and to flic Slav 
countries of the South-Eastern region, with Czechoslovatia ataud- 
ing in a position that can best be described as one of a foot and 
a half in the East and Jialf a foot in flic West. But in Western 
Europe Communisni, though it had made substantial headw-ay 
everywhere, except in Scandinavia, had not ousted Sodal 
Democracy from its hold on a substantial Mtion of the working 
class. Accordingly, there reapjicared in the libcrat^ countms the 
phenomenon of rwo riv^l Socialist Parties, disputing the lead^- 
ship of the workers, but forced to act iii smne degree together ici 
order tq prevent the revival of the anti’^socialist foroci. U became 
a matter of the greatest urgency, albeit also of great difficulty, to 
promote uiulcd Socialist action in th@c countnm, tiol nnJy as 
a shield against reaction, but also in order to provide a bans for 
a constructive Somalist advance^ 

Gr£iil BriUiiny th£ [AjS.d., cuwf th£ Union 

It was dear from the first that the molution of this diffi^t 
problem would depend largely on the relations established, after 
the war^ between the Soviet Union and the other great victonous 
powers, especially Great Britain and the United States* If thew 
relations could be made such as to dispel fears and i^picions m 
the Soviet Union of the intentions of world capitalmn tmvar^ 
itself, Socialist co-operation in each country woidd evidently 
become much easier, for the relaxation of Lntcrnaiionai 
wtmld bring about a siination Ui which there would Ips 
reason for insisdng on a common party line by the Soviet 
Union and the Communisis In the Westb If, on the other ban , 
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the mternational tcmion oontinacd, and iw> basis for 

iDicmational oxsperatioa could be found, efftet would 
ncO(3Aiiin]y be lo prevent ^vorkiiig-ctaM unity in evti^ country 
wbteb had not pa^ssed over definitely lo the Soa^t side. _ 

In iMs sitimtion, Great Britain pkunly occupied a key poftEtion. 
Nothing could prev'enl the United States from remaining, for 
Mine time to come, a stronghold ofcapitalisin throwing lU weight 
internationally on to the jsidc of capitalist solutions of post^vimr 
problcins; and if Great Britain also vim under capitalist govern¬ 
ment, nothing could dUpel the Ruswan fcara of bdiig out- 
cnancEUvrcd by a two-to-one oombinatiou of eapitaJist Great 
Powers. The Labour electoral victory of 1945 seemed, them, from 
an intertuiiionalwt standpoinl, a godsend. It did not constitute a 
iwo-to-onc Socialist majority against the United States; fi>r 
a single electoral success, no matter how far-reaching, by no 
means sufiGccd to change Great Britain Ikim a capitahat into 
a Soriahst country. It did, howirver, suffice to prevent the creation 
of a new World Or^nisation irretrievably biased on the capitalist 
side and it did create a situaiion in which there seemed to be 
a re^ chance iliat successTul establishment of cordlai relaliona 
between the Briiish and Soviet Governments might provide a 
basis for united Socialise action all wer Europe and might avert 
the danger of a divbion of llie European continent into two 
nmtually ejtelusive spheres of influence, bct\ran w^hich no teal 
Qa-operatbn could be hop^^ for* How far these hopes have been 
fulfilled is a matter which is discussed elsewhere in this book. 

SwTdftrn] in iVfirdr# 

The purpose of this neccssiriiy brief r^sum^ of Sociaikt history 
has been to show how the Socialist movements pf to-day are 
rooted in tlieir pasts, and whence are derived the essential doc¬ 
trines and ideas whidi tinite or divide them. I have tried to show 
Lhat Socialism caimoi develop cficcdvely in any country in a form 
unrelated to that country's history and living traditions. Tlic 
Socialism of each urea momds itself to fit the shape of the national 
Or regional tradition. Thus Soviet Communism, takes over much 
of the centralisation and bii^aucracy of Czarism, because there b 
I at present no way of governing Russia without them ^ while British 

I Socialism inherits much of the tradition of b&ufmis Liberalism, 

uicluding a degree of toleration and freedom of expression and 
organisation which is quite tininteiligible not only to RtietiaTiS, 
but to all peoples who have had no experience of iL With the 
Rusrian apthoritaiianism goes a capacity for swift mid decisive 
action whicli contrasts strongly with the deliberate processes of 
' aafi 


' adjustmcnL by vvhicli change h adiievrd under BrllMi cundltiQni, 
With Bri tish tolemuce is apt to go a lack of defined principk aud 
I dogtua which seems to the Russiana inexcusable mudAledness of 
j mind. TTic French, agaiiij, with a history widdy diffcreni from 
I either Russi-a^s or Great Britain's, are perpctnally torn between 
an cictreme indi^idiialisnip corresponding to their peasant 
I economy set free from feudal elements and to their traditiDns of 
I small-scale industry and small-tmvn life, and a sense that only 
a strong central power can unify FrancCj or can restore French 
greatnessp The centralisation of power is, however, doaely 
assodated in the French mind with Cacsa^^sm^and there arc 
strong pychol^ical resisiances to the conception of democratic 
I central&ro which is an essential part of Communist doctrine. 
Therefore, despite the evident need for imity, French opinion still 
displays the frssiparous tendency' which has become part of the 
French democratic tradition. 

Thf OuilMk Jbr in 

I Of Germany who at this moment dares to speak with any 
il confidence? Germany, once the n^ion of many free cities and 
^ independent princip^tieSp came in the nincteenLh ccniury to 
identify both national achievtmeni and economic progress with 
centralisation, which could be achieved only under Prussian 
leadership and at the cost of accepting Junkerdom and mili¬ 
tarism as its executants, German Social Democracy, equally with 
I other elements in German life, grew iip under the shadow of this 
I authoritarian centralisation, and was led, lar^ly by fear of the 
Russiam, which Marx himself shared^ to acquiesce in it. To-day 
the foundations on which this attitude lesEcd Imve been destroyed j 
and the Cenmn people is difTcrcntly placed from any other in 
having no national tradition on which it can attempt to built 
a new way of life. It has to start out, ^ more than in iqi8, from 
nothing, to rebuild not merely amid the phyrical, but even 
more, amid the monil nuns of its past. El is bound, unless it 
breaks in pieces—or is broken—-to look (br guidance etther Co the 
East or to the West; and if East and West fiiil to reacli a workable 
accommodation, the oonDicts thus cn^ndcred wilt tear Getroany 
into pieces^ not merely in a geographical sense, but spiritually in 
I every tmvTi and village, if On tliie other hand, Eastem and 
^Vcsiem Socialism can wwk together in the rcbmldiiig of Europe, 
their collaboration will provide a bads Avhercon the Germans can 
build up a new tradition of pcaCcJul constructiou and can con¬ 
tribute out of their genius for organisation and their zest for 
knpw'ledge to the enrichment of all Europe and indeed of all the 





world. For the Gcmmn ta not, as some would have us beliinre, 
incorrigibly an aggressor or auinuitcd by a thirst for blood. With 
Junkerdotb folrly and finally eradicated, with the great fetMlal 
estates broken up or soctaliied, and with the East Prussian nest 
of milttariitti tom away, the Gennans can settle down to live in 
comity xvith other peoples, if thdr victors show the magnaRimity 
and wisdom to give them the chance. 






CHAPTlJl Vt 


THE FASCIST THROW-BACK 

The nineteenth centuev was die epoch of advajiced 
capitalist dtn^Iopment, based on coaj and steam power with the 
rcvoludonii consequent on them in production and tronsport. It 
was also the epoch of developing wurking-dasa organmdoD^ 
rakin g shape in Trade UniotWr Go-operadve Socicdiat Lahour 
and Socialist Parties^ and SocL^t pl^owpbles challenging the 
dominant economic and political theories of capitalist society^. It 
looked, by the end of the century, as if capiulismj having spent 
the energy inherent tn it* would cttimble in due counej and as if 
the %vay would then be clear Ibr Socialism to take its place^ 

The twentieth century savr capitalism take a fresh leap forward, 
on the basis of an imperialist expansion w^hich had opened up new 
markets and sources of matert^. For a few years, it looked as if 
the prophets of early capitalist decline had been wrong, and as 
if SocLallsts would have at any rate to wait a long time for the 
fruition of their hopes. But the first World W'ar struck at capi¬ 
talism a blow from which there was no complete recovery. 
Foreign investment and impcrialiat expansion met with a severe 
check; and one great country, the Soviet Union, went over to 
Socialism and was thereafter a perpetual thorn in the ndc of 
capitalism, because it made Sociallism seem tn the workers of all 
countries much more a practicable realiiy^ and much loss a 
dream. Between the wars, the diificulties of capitalism nocuniu- 
latcd fiisl. The depression of the early ^thirties, coming on lop of 
a periDd of painful reconstruedou after the Gm World War^ was 
the most serious and mde^read ever knwn^ The unemployed 
were numbered by millions, and even recovery seemed to offer 
no hope of bringing them down to a tolerable total. Social dis¬ 
content grew fast, not only in Europe, but adso in the United 
States, where the slump was felt the mote by the contrast irith the 
rapid advances previously made. Vet Socialism did not come, 
either in Great Britain or in Germany—much less in America, 
where it was not even a force to be reckoned with. Gapitaliam 
appeared to he totforiog to its fall| but over most of the world the 
Socialists seemed unready to replace it^ In Great Britain, a 
Labour Covernmeiit, whlcJi had only a minority fi>llowdng, 
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dissolved at the first onset of the crisis, with which it had no idea 
how to cope. In Geimatiy the Social Democrats, also in a minority 
and faced with a much more Severe crisis, seemed similarly hdp- 
IcH, and it was left to a Catholic Chancellor—Bruening—to devise 
measures of partial alleviation which satisfied no one. 


Fascism nat a Frcdmt of tht Ecoaomk Crisis 

It tvas in this atmosphere tliat Nazism, under Hitler's leader¬ 
ship, took power in Germany. But Fascism, or Nazism, was no 

E roduct of titc economic crisis, though in Germany the crisis 
dped it into poww. It had already, under Mussolini, ridcd Italy 
for more than ten years; and the ‘National Socialist’ movement 
of which Hitler was leader had come into existence as a reaction 
to Germany's defeat in the first World War. The depression of 
1931 cannot be used to explain Fascism, though the Fascists ably 
used it to serve their ends, and although it was the means, in 
Germany, of greatly increasing their strength and of discrediting 
the Sodaliits, their chief obstacle on the road to power. For the 
origins of Fascism it is necessary to look back to the thwarted 
ambitions, the hatreds, and the militaristic and nationalist 
passions which were left behind after the German collapse of igtB, 
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Let U8 begin with Italy, where Fascism first took shape . 
organised movement based essentially on force. The Itidki^ or 
many of them, felt that they had been cheated of the rewards of 
victory, though, with every intention of sharing In them, they had 
abandoned their old friendship with Germany, and had joined 
the war on the side of the Allies. Tliey emerged from the war 
economically, in a tcrrihle mess, and with no spoils of viclorv by 
way of compensation. PoliLically they were in a mess too* for there 
were two nval claimants to a mass following among the people 
and each was strong enough to bar the other's way to power TTie 
Socialists svere strongest in the industrial north, the Catholic 
Papoian in the agricultural south; and their divisions enabled the 
old poUtied groups of the middle and upper classes to retain 
control of the Stale. But these groups, tliough they held the State 
authority, were too weak to gwera. Italy was falling into anarchy 
and there seemed to be no force strong enough to assume enm’ 
mand. In a setua of strikes the Socialists and^eir tradl^nionisl 
allies se^ the lactoiies in the north, only t© find that the mass 
ootupation of the feetories vw useless, unless they were prepared 
^ to seize the State; for without control of more than the mere 
lactones they could neither pay the workets. nor procure 
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mattriiils, nor market their But they did not frel strong 

chtiu^h to make a real rcraluiionj and to seExt- the Slate* chjcfly 
bccaiiic of their tveakne^e in die agricultunil areas, and of [taLy'a 
dependence on imported sypplica, eipetiaily of coal* They 
evacuated the factories they had occupied* and the anarchy 
continued. 

While these events were occurring, leading Ttahan tmploym 
ivcrc eagerly Jinancitig MussoHtii's Fiucists* wliom they hoped to 
build up into a strike-breaking army that diey could use to smash 
the Trade Unions and the Socialbt Party. Without these sub¬ 
sidies, Fascism might never have been able to make itself strong 
enough to seise the State. But that does not mean that Itaiiaii 
Fascism was merely a creation ofthc Italian capitalist cLasii. ft was 
not^ Jl was a creation ofMussolim, who set oue to gather round 
him* under the banner of mihtarfst nationiilism^ every diseon* 
ten led element among the people—disbanded soldiers ^vho could 
find no jobs, officers and gentry who hated the Socialists and 
lealised the bankruptcy of the old feactionary parties, SoCialiats 
who had Icun faith in the Socialist Party* atarv-ding peasants, 
ruined profcssioiiiUSp fire^ating professon—in shorty anyone who 
could be appealed to by Unking die sphit of natjonalism with 
promises* no matter how conflicting, of ecoitomk rehabilitation 
and the ^kick’ of miUtani service in a ‘cause.’ Fascism* at this 
bad no ascertainable philosophy: all that come later, as on 
explanation and justiheation aUer the &ct. At the outset, it raked 
in, with precisely the same technique of nationalist demagogy 
and promises of anything anybody appeared to w^^ant as Hitkr 
used later with c\^cn greater effect* aU the djscontented who were 
not held away from it by other ovennaateritig loyalties—and, of 
course^ aU die thugs. For the ’thugs/ a class which exists in all 
societies* but is usually kept in some sort of subjection by the 
police, arc an instrument with which no type of Fascism can 
dispense. Fascism needs them* to do its dirtiest work. 

Fasdsm end G^itaOm in 

To pay this hondcj pending the conquest ofthc Stale* capitalist 
subsidies came in very handy^—as they did to Hitler later on. But 
it was by no means the plan of Miissolmi and his coUabotaiors 
merely to do the capitiiJists' bidding. Tlicy were quite willing to 
beat up l^radc Um'on and Socialist leaders; but this was not in 
order id sef\^e cnpitalmn* bui because liie working-ela^ raove- 
meni barred their <rwn road to power. If they were for capitalism 
against Socialism, the reason wtls that they satv their w-ay to 
making its coonomk authorit>' on instrument of thdr oivn as soon 
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as they had laid hold of the State. The capitalists may have 
thought thatj as paymasicrsj they would be able to control 
Fascisnij but the Kasciat Leaders fully intended to get the purse¬ 
strings into their ou-n hands. And so they did^, when the March 
on Rothc had made them masters of the State. 

Mussolinfs power* however, did not at any point match what 
Hitler achieved later* The It^bfi Fascists were neither so con¬ 
fident in themselves nor one-ha]f so thorough as the Na^cis, 
Musaoliiu never thoroughly tamed his capitalists, rspedalty the 
financial section of them; nor did he ever establish a reign of 
terror comparable with Hitler’s. He murdered and tortured by 
tens w'herc the Nazis killed and tortnented by tbousancls. In retro¬ 
spect, the Fascist tyranny, though it bad enough, looks by 
comparison almost mild; and its ndmuiistrators, its spy services, 
and Its: propaganda departments were infinitely le® efficient than 
Hitler^s, Fascism in Italy never succeeded in making itself the 
only visible point of focus for Dational thought, it did not dare 
handle tlic Church as Hitler did; and it succeeded only in driving 
Sodallm underground—not in eradicating Ltp as Hitler nearly 
managed to do in Germany. By comparison with the Nazis* the 
Italian Fascists Vp-^ere talented amaieurs at the game of brutality, 
and not at ail talented amateurs m the sphere of organisation. 
Nevertheless, they achieved power and held it until Hitler’s over¬ 
weening ambitions brought them to ruin and teveaJed the 
weidcness behind the facade of power* 

Th£ Fascist PhUQS^i^ a^td (hi SU^ 

Having won pow^fp Muwlmi fch the need of a philosophy to 
back it up^ Theu came all the non^t^cal superstructure that was 
erected* mostly qn paper, upon the foundation of brute force and 
nationalistic demagogy which formed the real elements of the 
Fascist rfgime. The one-party system boirow-ed from Russia* the 
idea of the totalitarian State reaumected from Hegel, the only 
half-consistent idea of the Corporative State blended out of 
Catholic Social notions of functional service in a hierarchical 
structure and Syndicalist notions of industrial self^ovemment 
the, doctrine of drawn from aggressive Nationalism 

and that of Economic Imperialism echoing the empire-builders 
of all the great imperialist countries—^these w^rc the mixed 
ingredients out of w^hich the Fascist philosophy was brewed into 
a heady Compound that intoxicated many besides the Italian 
followers of the Ehjce, Therewith much strutting and prancing 
and running to and fro; much parade to conceal weakness and to 
induce hnlf-heajnKi opponents to get out of the way; and much 
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real cruelty, of a sudden, atilettouh type, quite unlike Ute 
systefnatically besiuil beutality of Niusism, which hoi caused it to 
be, by oomporiion, too lightly judged. 

Such was Italian Fascism. As for the Corporative State, little of 
it ever existed, Mcept as a paper theory, liidustrica were oot run 
by Corporations embtacing oil those engaged in them after tlieir 
g^es and kinds: they were run by rrapiojers, or jyndicatei of 
employers, with different dcgreei of ob«hcRce to Fascist orders 
in different induitries and services^ with the Fascist State some- 
times, and lomctiincs the big cmploycis, calling the tune, T^e 
workers* part was to obey, and to accept regimentatioti in Fasclsi- 
ooniroUcd syndicatci which were allowed no power. Naturally, 
the Fascists held nil the wdhpaid and influential jobi: naturally 
they persecuted all, cuccpi the very powerful m indiutry or 
finance, who did not pay Up ictvitx! to their creed. Naturally they 
did tlteir best, in the schools and in Fascist youth organisatioM, to 
indoctrinate the young. But Mussolini and his lieutciianls ’W""™ 
from a ETiavr disadvsJiiag^ ^ compared with HitltTi rhej' ciid 
noi believe in their doctnuci, which they hjid invciiticd nififcly as 
a cover for their ambitJOflSL Id naiion^ism and impcriaJisni ih^ 
did believe* and thcr>' hmed democracy and the power inherent in 
the working class. Beyond dial, aU was pretenee, 

Cinnsn Nazism 

Hitler’s ^NationiHl Socialism,* known for short a^ 'Nazism^' 
borrowed much from Fasdsm of the Italian brand, Bni h waa 
casemiaiiy diHbrent in many retpects—not Iciist in that Hitler 
himself, if not all hi» licutenancs, rtally believed m it. Nsuam 
us<d pretenecK enough—Aiiiy as many lu Italian Fascism but 
there was behind its pnctcncca a miich harder core of soiid| 
fanatical belief, lliis belief was, essentially, in the ^laJ 
supcriortly of the Germans over other pcopks—ri supcnointy 
autbodsing tbein to trample upon others^ lo use othm as 
to their cndl^ and to scout all inoi^ considcTatiom tmt stood m 
the way of erdbreitig the rasoguition of their ^rights. From the 
standpoint of thb irrotimal belief i t all wrong that Gcnmny 

should have been defeated in w ar.and thendbit: Germany had nor 
bwn defeated, but bciraycd- The betrayers were Soctali^ demo¬ 
crats, Jewm Slav^ from the east who had been ^owed to penc- 
Elate Into the Rekh—but moat of all Jcw^* whom Hitler saw 
everywhercp on^nistng and inspiring corupiracn^ agalnsl e 
Nordic Race, tlic V™ll« Treaty was shamcfijl and w^c^p 
not because it nearlv as repreMVC as the settlenicnt that 
would have followed upon a Genuaa victory, but because 
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Germany had a natural right to dictate and not to mbmit to 
dictation. Hitler fully believed that Germajia had an indcfeaiiblc 
right to treat other men as other men bdteve they have a right to 
treat pigi or cattle, or indeed worse, and that this right extended 
to Germans who faded to agree mth him. It was because he 
firmly believed all thb, and because manv other Gcrmam 
believed a good deal of it tooj e^en before Hitler told thenij that 
he was able to exert so enormous an influence. There exbtcd 
a Nordic mythj a belief in the mperiority of German ^culture* 
and in a Gernian ctussion to impose its snpmoii^ on the world* 
and a strong strain of anti-Semitism and anti-Slavism in Gennany 
long before Hitler Canned these feelings into flame. Morenver* the 
refusal to accept the reality of defeat in war, and the attempt to 
expLain it away as betrayal, began not with Hitler^ but with the 
chie& of the German and in this rtaj^t Hitler simply 

accepted and echoed more loudly what they said. 

and CfTjnan Ci^pitatistn 

In Germany* as in Italy* the capitalise classes after lotB stood 
in great fear of Sodaltsm* and many German capitaUsU were 
ready enough to subsidise any adventurer who* they thought* 
could aid them against the working da». But in the early stages 
of the Nazi movement Hider did not look a parttcukriy goed 
horse to back. Even then, he did receive some capitalist help and 
also some finm militarists such as LudendorfiT and Goering; but 
them was nothing like a rallying of the main forces of German big 
business to sup^rt the Ka^U in the hope of using them to beot 
the Socialists. ^OiaE came only later, and never completely* It is 
badly wTong to regard the rise of Nazism as having depended* 
even to the same extent as the rise of Italian Fascism^ on big 
business backiiig. For one thing* German railitariaiii was a tnueh 
more powerful independent force than Italian militarism* and 
was allied with a much more powerful aristocratiG ebsa* which 
for a long time looked dowm on the Naai leaders as upstarts and 
disliked their demagogic metlinda^ TTic capitalists, even if they 
had wished to,^ could not hsw'e put the Nazis into power vrithout 
the acquicftccncc of the militansts, or at least of a considerable 
section of them. On the other hand, the strength of the militaristic 
tradition in Germany aided the gmwdi of Nnzbmi and enabled 
it to rely less on capitalist help. 

Tht Weimar Rrpuhlk 

To say ihis is not to suggest that economic factors were unim¬ 
portant in the development of Nazism. They were of very great 


importance. If Germany had been prosperous, it is a safe con* 
jectuic that Hitler wi-otild have ended hb days as a ahady 
advcnttirer and would ndiTf have come to power. A high pro* 
portion of his recruits were diiawn into ^a^sism by unhappiness 
and frustration^ and die sources of the^ Icclln^ v^'cre largely 
economic. The Weimar Republic, bom out of deieat, always 

a shabby, ahambUng affiiir, withoui mpaciry to inspire loyalty or 
confidence. For a very few years^ between 1924 and 1929^ 
economic improvement, based Jar^ly on borrowed foreign 
capital, seemed to be liAing it out ofiw more prcaaing dilficuliics; 
but the economic crisis of t93^ flung ii down agmn to the lowest 
levels Geiroany waa full of thwarted people—jobless vvorkers, 
w'hom the Republic could not afTord^i williout a mdicaJ change of 
policy, to maintain at a decent standard of Ufe; trajiied prtF- 
fesdonal men and tedmicians, who could find jobs only at Sevck 
much below their expectations, and by elbowing less qualified 
men out of these inferior Jobsj wouJd-be officers whom the pro 
fessipnaj army could not afford to enrol, though it did enrol many 
as privatci, in order to train thcjm for the day of Germany s 
military resurgence. Economic discontent cverywiiere swelled and 
intensified national discontent^ but in such a that me 
cconomie unrest became a force making not for Socialist revolu* 
tion, but for BEreagthenii:^ of the desire lor revenge. Oflcn, amdtig 
the workers, the dbcontciued became first Comtnunisls and then, 
disUliisioned of their hopes of Socialism, Nazis—for Nazism could 
offer them belter outlets for their diaorganised passions, as well aA 
greater hope of peminal achicvcmenl and rescue firorn the sen^ 
of being of no account. Communism, to be sure, also of^Tcd 
something of this sense of release; but in case after cax me Nazi 
blend ofsodaUstic wath uatfonalist slogans showed itself the more 
nttmclive, 

CemmupiLon, Social Dimocriu^ tiod jViCtnn 

Meanwhile Social Democracy, while to a great extent reui^ 
the loyalty of the older worters, fail^ to allp^i the young. The 
Sodal Democrats had become identified m the public mind with 
the VersaUics Treaty and with the tribulalions of the \^eimar 
Republic, They had fidled to identify thtrnselv® wth any cou- 
stmetive Socialist policy. How could ihej*, j 

plaintively, as long as they had no majority behind 
were compelled to act as the scapegoa^ of a coalitjon of which 
the sole prindpla were fulfilment of the Versailles obhgations and 
trying to make the best of a bad job? It ii cas>^ to see how il^ 
came to seem a v^id defence to S«uaJ Democratf entangled m 
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the meshes of 5uch a skuatlon: what it could iKit be was a 
successful Appeal to the ming generadoo, which deinaridcd one 
thing above all others—hojse. Hope, in a form in which it could 
be enttnained hy youth p was just what the Sodnl Dereoerata of 
Germany were utterly unable to offer. They had too little of it for 
themselves to have any over to ^vc to die people^ They did not 
Bee their way to establisli Soria lion^ or even to provide work for 
the unemployed. In the long struggle to survive they had lost such 
feith and power of forthright acdon as they had ever posseiseds 
and the ncocssty to govern in coaiition with noiinSoclalisc parties 
involved a policy which noted on evasion of die very issues that 
needed most to be faced* The Social Democrats took refuge in 
denouncing the Ckinimuiiiais for splitting the working-class forces^ 
and thus making a canatitutional SociE^t policy impracticable: 
the Communists retorted by denouncing the Social Democratic 
leaders as betraycrSi and by intens^ng their dforts to detach the 
German w^orkers from their traditional allegiance. 

The consequence vina to open the door wide to Hitler^ In face 
of the deepiy-rooted fear of the Sla\^ It Viras ImpoKible for a 
Communist Party taking its orders from Russia to win over the 
main body of the Gettimti workers* But it was also Impossible for 
a Social Demncniuc Fartv which could hold out no hope to retain 
this allegiance* "^ose who remained frathfrd to Socialism were 
split into two bitterly warring group; and millions deserted 
Socialism for ^National Sociah^y whiij) knew' weQ so to dross 
up iis appeals as spiirioiisly lo twiit the fiimilmr Socialist slogaiu 
to its own ends. 

Communist Errors about 

The Naris won the dayp as soon as TEilly desperate cconoime 
depression had driven home the &cts of Soda! Democraik 
impotence and of Russian inability to help the German Com¬ 
munists to do more than atir up trouble. Besides^ the German 
Communists were led, in an endeavour to mepkin their owm 
hclpiesanesa—and Russians—to adopt a disastrous party line* 
They bf^an to arguc^ not merely that a conquest of power by 
the Nazis would not really maiterp but even that it wtjuld be 
positively an advantage, ktistaking Naimn for a putdy economic 
pbenotnenon, and ckssifying it as capitahsm'i final countCT-^ 
revolutiona^ move against S^ialism^ they persuaded themselves 
that its achievement of power would speed up the dissolution of 
capitalism^ by still further bringing out its Inherent 'contra- 
d.ictlonj/ and would thus prepare the w-ay for Chmmimisi 
revolution. On this ground, they ibught the Soda! Democrat 
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harder than at tht tost of diwstroujJy wcakcniiig ihdr 
povk^m of Tcsistancc to Nazism- 

jVocmn nai □ Form CapiUttism 

As we have seen, this diagnosis of Nazism as the last stage of 
capitalism was a most dangerous quarter-truth* NazLim was not 
a fonn of eapitaJism, though it may have been a st^ial strocti^ 
to Avhich capitalism could adjust ttsclil and one which capiti^ti 
would greauy prefer to Sociahsm. It was not a fonh of capitalism, 
or at bottom an economic movement at alL It a natJoii^lisE 
movement^ in a nation pcissming a very strong mLlitarist tr^tion 
and sweating tinder a sense of national humUmtion. It tvas heipra 
to power both by capitalist subsidies and;^ much more, by 
economic difltress ansing under political cooditiom tv^ch had 
produced stalemate * but the economic factors were its super¬ 
structure and the nationalist and political conditions its basis. 

The CbmmuniiU could not see this, because a^ordiiig to their 
philosophy all forces And to ^ basicaily economic* The pohtical 
^tors, including that of nadoniilistn, Afflf to ht part of the super* 
structure. That was axiomatic i but it wiis al^, imfbrt^ateiyf 
untrue. In Russia in 1^17 the economic forces had actually bejm 
basic, and the political foctor^ secondary; and therefore rigidj 
dogmatic Marxism bad there fitted the facts. In Gtrmwy 
the Wdmar Repubbe it fiiilcd to fit them; but theory bunded the 
Ckimmunist leaders to the plain truth. 

This does not mean that hlarxiim could not have fitted the 
facts. Then: is nDthing in Marxes philosophy to deny the possi¬ 
bility that in a particular national situation the poutipu mixes, 
^QUgh secondary in relation to the general march of chohi^on, 
may assume a local and temporjury ppedominance. Indeal, Marx 
and Rngcls asserted that this had nappened and^ coidd happen 
again. But the Communists of the years before ffltlers conqui^ 
of poww were convinced that thqf were wanting the death- 
throti of capitalism and th-at Socialism wu its only 
successor; and they regarded Ccrinany as the central battlefield 
on which the next phase of the struggle was to l» fought out. 
They wen: able to demonstrate to their own sam^on (imd 
I thint with truth) that Fascism, or Nazism, would find itsdf m 
the long run impoient to overcome the cDniiadictions of capitalist 
sodet^', and could therefore ofler no stable foundatmm for a nipv 
social Order. But, having detnonstrated this, they fell into the 
dangerous delusion that Fasdsm and Namm did not ready 
matter, and could be ignored, and that the most important ^ 
was to discredit the Social Democrats in the hope that, when ihu 
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wai done^ the workers would tramfer tbdr aUrgianirf! solidly to 
the Communist Party. 

Anti-F&icisi C/rrefy 

Of course^ for n long time past, Couimuiiists have been busily 
forget dug that this was what they ever saldi When they were 
forced to lecognisc Hitler for the Avorld-menace that he waSi they 
changed tlicir tone and appealed vigorously for a united Anti^ 
Fascist Front—only to meet with febuf& that were not the less 
indefensible for being easily inteliigibtc in the light of what had 
gone before. It wras not in human nature for Socialists who had 
been reviled for years as **social traitors" to be ready at the first 
asking to hold out the hand of rriendahlp, especially as they could 
feci no assurance that there might not be before long another 
change of front. 1 ivas among those who ^vanled the "United 
Front' because E regarded unity against Fascism as the pre* 
eminent need; but I could understand the rducLance of Labour 
and Social Democratic leaders who had endured much worse 
vilification than I. The point 1 fell they w^ere rrmsing—-apart of 
course from, the main pointy which vw the need to dtreat Fascism 
quickly, before it had become too strong—was that the young men 
and women who were growing up did not know about tliis vilifica-^ 
tion at first hand^ and were unmoved by it because they had not 
experienced it: so that appeals to U as an aigument against unity 
cut no ice with the youngs 

Could Fascism havi bcc&rm iht Basis of a World Order? 

The essential question, of couxsC;, was how great a menace 
Fasdsm really To me. It seemed quke possible that Fascism 
could conquer the world, or a great part of it, and establish a 
system which, if not stable, might yet Ciidiire for quite a con- 
stderable time. Such a system, if it had came to being —m k all 
but did—would have rested on a new form of impcrialiflt exploita* 
tion by military power, applied not only to backward peopUa but 
to economically advanced proplcs as well. It would have meant 
the adaptation of the economlc^s of the conquered peoples lo serve 
the interests of the conqueron, by stimulatiiig such forms of agri¬ 
cultural or industrial development in each country as would serve 
the conquerors' end*, and by repressing othen. ft would have 
made the Germans in fact the coonomic as well as the polidcnl 
herrtnvolt, with the rest of the world grouped round them with 
varying status, from that of satellite allies to that of helots driven 
to ilave^labour by their German masters. 

Could such a s>^tcm have lasted? PoUtically, the answer would 
9^8 


have dcpEindccl on the relative efficiencj^ of the undei^ound 
iD^ijfancc mavetnent^ which its ratablishinent would have pro*^ 
voted and of tlic forexs of rtpreswon at the disposal of the Aerrerj- 
I could not see how^ In such a situationj the fbreta^ of 
repression could fall to be the strongcri under Uic technolo^cctl 
eonditious of the present day^ for as Jotik aa the herffrw&tk reniained 
united among thcmselvei. It was a dlniculc enough task to k^p 
going effective resistance movementJ under German occupation 
while there the hope that the tide of war would tiirri again 
the Cermans to give the resisteis heart* It would have become 
impiossibie if the war had endet^ as it might have doncj m a 
German victory, leaving no rallying-polnt outside for the under¬ 
ground forcca. Politically, then, a Nazified world seemed to me 
finite possible^ and quite capable of enduring for 3 considci'able 
tunc-’-given unity among the /tfrffflwfA ihemselves. 

The believers in an early ecllapse of Nazisro. even if it we« 
victorious in war, rated their faith for the most part on its 
supposed znnbility to overcome the “contradictions of capi¬ 
talism.” What of that tide of the arguinem? The fundiamental 
contradiction of capitalism is that It hnds Itself unable lomake 
full and continuous use of the instruments of production j because 

it cannot do this at a profit* But the as w^e have seen, 

Uiough they preserved the forms of capitaliun, censed to 
to the capitalL-ts to decide how muehp or what, to produce. I bey 
practically got rid of unemploymcnli because the Nazi State itseu 
provided an inezhaustibJe market for armaments, and the limited 
consuming power of the German people was therefore no obst^e 
to the expansion of out put, fit such controlled profits as the Nazi 
Govemment to allow- The employers were not done away 
with; hut they became in effect the Statens agetits in canyiiig out 
the State's economic plan. 

Yes, say the objectors. That is aU wry wdl as long » the Naa 
State is anniiMr for war. But what Vfas to happen when H had caa- 
quered the world, and left mih no filler ware lo w^, 
a vast power to levy tribute in goods on its subjwt pcoplet ^e 
question iroplies that the Nail State could Have b«n “> 

collapse under^ these condihofis, becaii^ it would not so 

many artnaments (though it would still need qmte a lot) and 
because the tribute drawn in from abroad would compete with 
the products ofhome industry in the limited market,so m lu (aw 
a ‘capitalist crisis.' But why should the home my^ket Umited? 
Why should not the German people have Us-ed like fighting 
on the tiihnte of their subjects, and have c^. u«y 

pleased, to soil their hands with labour? Why should they not 
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have become m wnrrior C 3 .stei lilcc tiie Spartaiu of otd^ llvinf^ o-n 
the labour of ibeir he 1 c 3 ^? tt may be objected that thk implies 
a high standard of living for the whole German people (except 
of coww those still Rirvlvmg in coneerttration camps], whereas In 
fact Nazism kept down the standard qf living, even for the bulk 
of the hninr&tk^ But the Nazis did this, not because it was any 
part of their policy' to keep the German people poor, but bccsiuae 
tlicy could not afford to give it a higher standard and sUll get all 
the armaments they wanied for their projects of wnrld dominiom 
They ^vanicd "guia before butteri” but tliey wanted the butter 
too, when they Imd used the guns to moke a subject tvorld produce 
it for themH 

There no fundamental economic reason why^ if Nazism 
had been able to conquer the worldi it should not Imve settled 
down to exploit its domain without bringitq^ about any iutmial 
crisis. To that cateni it had abolished capit^bm—1 mean lo ibc 
extent of no longer allowing capitalism to determine the volume 
of product ion or capitahat production to regulate the distribution 
of bicomes. It was sheer delusion to suppose that tlie "contra- 
dlcdons of capitalkm” could be relied on to bnng eollap^ upon 
a regime which had in fact demed the first capitalist premiBc— 
that pursuit of maximum profit should be the determining factor 
in the use of productive resources. 

ff th ivon? 

If Nazism had tonquered the worlds and had been abb by 
military force to prevent orcrusli mnlt among its subject peoples, 
only one thing could have brought it do%vn--disumry» in its own. 
ranks^ I am Ihr from asserting tkat such disunity would not have 
developed; but there would hnvti been no reason for it to develop 
in the form of a cbss-slrugglc such as Marxists might have fore¬ 
seen. There w'ould have been no basis for such a struggle f for the 
whole German people W'ould have been growing fiat together on 
tribute finom a conquered world, and would have been in the 
position of a cobEsetive explojtcr of other peoples. If revolt had 
developed under such conditions, jt would have been a revolt not 
of economic misery but of politick re^mlsion against the dominant 
Nazi caste. Its springs of action would have been the desire for 
democracy or the dislike of Nazi rule, even if sucli rule served the 
German people's material interests. Or perhaps the ruling en^c 
would have fallen out among themselves and in an internecine 
struggle for power would have tom the n^gime to pieces and 
destroyed its ahiliiir' to keep its subject peoples in obedience to its 
rule. These arc *inight have beena^s what appears certain is that* 
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Imd the N^4 plans coiiie to fiuklont there would have^bcen left 
no basis for an economic class war between cacploitets and 
exploited in Germany itself! The Nazi rulcis would ha^-e been 
forced to enrich the Gentian lower classes; for iheir tnbijte womd 
have been of no use for any other pu rpose. Nor was there anything 
either in their philosopliy or in their economic arrangements to 
prevent them from doing this. Pretorian guards need feeding wcU,^ 
and ali the htTremoik would have been the preiomn gwurd ol the 
Na^i world empire. 


Fauism 

Perhaps rh^ truth of what f have been saying 1^vill be accepted 
more easily^ because it will hit up agmnst less deeply r^ted pt^ 
suppositions.} if I restate it more briefly with Japan, instead of 
Germanyj as example. The Japani^ KMndled *Gi>*prcispcnty 
Sphere’ was an attempt to establish in Asia an economic empire 
of aJmosE precisely the same kind as the Naxis^ were s^ng to sec 
up ivitli Europe as ita basiS} chough not its limit. The japemese 
were at extending over a Urge part of the tar 

including China, the Dutch and French Indies, Malaya, Siam 
and Bumm, and no doubt. If they could} India and Australia m 
W eil, the system of economic exploitation which they were already 
applying in Manchuria with great effect- The Japanese people 
Were pooCi not because the Japanese mUitarists wan ted thcju to 
be poofi but beoiuse the rcsourcra of Japan itself did not sumce 
to make them anything else. The Japancac capitalists ^vere, no 
dotibt, given evar cnoom^^tnent to exploit the poor ju muc 
as was tioeessary in oider to secure the trade which die ndhtansta 
needed in order to make their country strong for aggressive wm. 
But it would be most mbleading to describe Japan as a capitalist 
country organised in the interests of the capitaJwt c tss. t was 
csKntially a nultUirist-iroppriAlUt country, using fhc capitalutt m 
ite and allowing them sudi power as their agency ralW 

for, but ready at auv time to bring them up shatply if they 
ventured to prefer their own inierest* to those of the mihta^ 
Caste which identified its attitude with the well-being o t e 


nation. 


There wth, as far as I can sec, no inherent nutaWity about 
Japan'* economic position that was litely to brtng the Ja^fi« 
empire tottering to its IhU: nor do I see why ihm *houW ha^ 
been if the Ja^mese war-lords had realised thnr of 

territorial tn Asia. Japanese drea™ of 

entiiuly realiiric. and might haw succeeded, just «? 
have succeeded in conquering Europe; and of neither sttiiation 
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a jad^ctory aiiali«is be made in cenna of Uie powen of wo- 
duction, ibe (^^adictions of capitaljjtn, and the cWiinjEffW 

«t .'sr ““'p“»" 

^re abicnt, but of the prwencc of other fectors. which 

Can by no mcEim be resolved into them, 

Econmic anJ Political Eactoti iit Sadat Dmlapmati 

aJdi?d of the conditions 

studied in this chapter, that, ho%vcvcr fuJly the evolution of the 

dcvelopmwt, jt u highly datigcroia to frame practical poUcia in 
conetetr sjtuatiom without taking into account other at 

^y be qf mu^ greater tmmcdiate, ahoit-run utBuence Mark 
Twam, It wiU be remembered, placed himsejf and hb 

Thf travelling down into the vaUey, bm foLid 

that means of trai^rt slow, however sure It might be in 
end Practical ^tion in human affairs calls for a®djiuta,i"t to 
factora, as well as lo cosmic proceasH orcvolution 
Nazism and Japanese impeiiaJism would 
doubllcia W broken down, as did the Roman Snpi^ButThe 

Wnai tmi Fascism and whj did it misr? 

IfF^^ w^ not inemly ;*the last stage ofrapitalism " what 
it? Gertmnly. drapite its name in Geimin, it 4a Tf 
^udim. ^d was not at all what rtioeteenth^ntUy p^heto 
of any leading Bdiiiol of thought, cspcctcd to succeiScaphE’ 
For the thought of the mneteeoth centurv wts 

might see prpgrea in the Wcction and univeSiStSn S 
enterprise,’ another m ifc institution of a planoT sSialS 
and yet another in some form of 3 t£itcJes 5 volunt-ii-:.snn 
an Anarcbtsi-Communist shape. But alJ tlicse schoob ss>^ 
bcljevn^ that the nort stage m man's history wuld^b^k^i^ 
mn« hi^er and more democratic than thw which had 
before. There were of course, as in alj epochs, the oessJmitT 
lauded the good old times and pnodaim^ that thc^nm^' 
was going to the devil faster t4n .^”n« 
enabled U to ^nihibte time. But (litre was alnlt^n'SK wSf 
proclaimed that goi™ to the devQ was the bratTSne dS 
humanity could possibly do, that the devil was^ r 

good fellow and a Nordic he4 and thatTrahi^t!: “ 

t^ best way of advancing civilisation. There were 


aniiKlcniocraCic pusimui^t but mjt and-dcmocratic cptimuts— 
fesccpt a few faiLoiverB of Nietzsche, who bad seized upon and 
pcn^crted a smgk elcmeni in their master’s trashing. It was kfl 
to the t\^triiEjeth century* having lost its laith in the inevitability 
of progress^ to substitute for it a faith in regressnn to the values 
of the pre^primitive undcr-nundF 

Why did tliis startling upset of values occur? Ntnetecnth- 
centuT)- man had rated Ms optimism iaigcly on the athiei.'emcntJ 
of sdcnce. But in the twentieth century the pace of scientific 
development had tn no wise slowed down. If anything, it had 
increased; and yet it no longer stirred in men the old^ confident 
anticipations^ lliis ^t^s not becau^ in the first World War* it 
appeared that the appllcatioris of science to tlie arts of dcstnictioa 
were far ahead of its uses Ibr the promotion of human well- 
being* The rot had set in wdl before bad set in because, 

in the fim place, the more the scientists mastered the art of 
mani pula ting naturep the more iiKomprehcnsible nature itMlt 
became, and, in the second pbec, because the more applied 
science developed, the more glaring became the contrast beti^Tcn 
maji^s technical powers and his imbccilily in the fields oT social 
and polidcal oigaoisadom 

But what is this* I shall be asked, but to bring in the contre- 
dictions of capitalism" all over again? It is* indeed* just that; but 
may 1 remind the reader that I have said no word to deprecate 
the importance of these “con.tradiclinns4*’ Wlmt I have said is 
simply that the recognition of their enamic importani^ 
inadequate guide to action in the concrete situations with which 
men are called upon to deal. The crumbLuig of space* time aM 
matter in the heads of the physicists w-ouid not have engendered 
a mood of pessimism if science, in its practical achievements, h^ 
not been meeting with social frustration at every^ 
pessimism vvas not produced by finding that the riddle of the 
universe was by no means soJvcdi but on the contrary grew more 
enigmadc as more and more answers were found to i^icidar 
riddles which had previously leemcd to be the thup that 
rendered the main riddle obscure. It was produced by the senre 
of contradiction between man’s achiev'emciita tn the realm^^ 
tcdinoli^ and his lack of achievcmeni in ibc arts oi social lift. 


The Effeeii ttf P^h^o^£af Adearct 
Or nstJter. it produced by iJiai oontradictioa, and 

encouraged by man's progirss in one piactical branch of scien«, 
the knowledge of himself. Tlicre can be iw ctoutitig (he 
making cffeTO of the advance of ps>xhotogy, especially m its 
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Freudm development. For, at the fint onact, the Freudian 
revolution jccmcd to knodt avvay die foundation of tlic belief in 
reason. Thitherto, the optimists had based their confidence on 
a behef that .men were in process of becoming more rational as 
well as more knowledgeable, and that education was preparing 
the way, however slowly, for the universal rule of reason. But 
uow it appeared that dicre was an element in man’s nature, 
indestiuctiole and always areseni, to which the laws of leoKR 
simply did not apply, and to which morality, which involves 
reasoning al»ut r^ht and WTOtig, was entirely tvithout relmunce. 
Pareto, in his Sociology, drew the extreme concluskm tiiai men 
must be ruled for ever, not by the power of reason, but by certain 
irrational iditsfixti, which could be wiously combined but never 
modified or ousted, from their place of final authority, hlany 
other thinkers were influenced in leas extreme ways to lose faith 
in reason, and therefore in democracy, the defence of which hnif 
always been Upheld by a belief b a tendency of men to behave 
reasonably within the limits of their knowing and experience. 
If no such tendency existed, or if oUtcr lendenma were ot^pericur 
itre^th m men, what basis for optimism was left? 

Naidsm, Fascism and all the creeds allied to them seized (flee- 
fully on the practical opportumtics which the new psveho^-, 
in conjunction with the greatly improved means of commimica- 
Uon aod propaganda, oflered to irralionalisi demagori' For 
their upholders the new psychological knowledge was no source 
of pessimism, but a maguifleent opportunity. The democrat* on 
the other hand, contmubg to believe that men ought to be ruled 
by reason, were disoriented by the discovery that there was a 
broad terrab of the human mind, highly accessible to ptotKi- 
randist appeals, but wholly inaccessible to reasoned armune^. 
Ihey did not sufficiently appreebte the fiwl that the new ps\-ch- 
ologms, accustomed to deal mainly with abnormal behaviour 
md ahnormb personalities, were prone to exaggerate, not indeed 
the extent of the urationaJ m mao, but its influence on men's 
conduct under normal conditions of Uvbg, It wus undeniable 
that the underman wa* present, b all of us. and that he w^ bv 
our mnscjorn sta^^ a dreadfully immoral person, being 
wholly amoi^, and th^fore unrrapomive to moral appeals But 
It was c^j^ly undcnmblc that m most people in most situations 
dm terrible underman was entirely unable m influence social 
CMduct, and for all practical purposes, uoii-exbttm b ei«, 
though not m Mf«. He or it, was liable to be wlmn we 

suffer,^ IW cretain direato of die inir«i. or when wc were 
unduly scared Or found ourKh-Bmsituatbns which our experience 


AA conscious beings g^ve ns no help in handlings He, or it, 
was tberelbrc o poUentifll dnoger^ but tiie danger was the lew 
w'hcn we knew a oout itj axui was cstainly not of su^ a nature 
as to justify pcssiinislic coficluiooiis about the practicability of 
stTengthening mca’i capacity for rational coudvict tlirou^ better 
cducmiori and greater security of living. Nor was it of such a 
nature as to justi^' scepticism about democracy? for it left the 
case for and against dcmocracyx in all rapccts save one, precisely 
where it had stood before, Tlic one excepdon was that the new_ 
psychological knowledge had put new weapons into the han^ of 
unscrupulous persons, who could use it without moral mhibitions, 
and that accordingly it became necessary for the democrats to 
devise new proph^edcs, and to adapts not without inhibiUons, 
their own propagandist techniques. 

The fnrthcr disenssion of the vital issues raised m the preceding 
paragraphs must be dcfcTml. It belongs with the eonsidcTa^oa 
of twentkth-centur>^ democracy which wUI be attempted m a 
later part of this book. It has been necessary to carry the argument 
thus fiir only because as much of it as I have set out hci^ sro^ 
nnavoidalilv out of the discuwiott of the nature of Fascism: for 
Fasci3TO*3 imrch to power was greatly aided by its prompt and 
uninhibited otploimtion of tDodeni psychological l^owlc^ 
whereas the fortnnes of democracy have been advci^ly affixed 
by the ttJuctanoe ordemocrats to admit the practicaJ implication* 
of discoveries about man which call for resUitenicnt, thoug not 
for renunciation, of many oFthc anicla of the ninctcenth-ccntury 
democrade gospel. 
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PUBLIC OR PRIVATE ENTERPRISE? 

In e^erv countrv op ihii post-war world, v,hcn fioaticr* 
have bcseii settled or w'hcre lliry are not in dispute, meti wiJ] have 
to settle dotvT) to arrange their living together in aocordance \viLb 
some defined paitem oTscxriaJ organisation. Tliey will be Jivinc 
over moat ^ the earth's surface, in national Slates, even if these 
Stales are linked together internationally more closely than before 
the war; for it is ab^ady evident that the national State has 
emeiged from the carnage with undiminished vitalitv, and that, 
for good or til, the life of the peoples Is to be teboik as for as it can 
m 5 u^ a world as oura, on a basis of national sovereignty 
Here ^d there, neighbouring countries may join together in 
federations, and everyw here the Icadenhip of the few big States 
SBcms cert^ to he more strongly affirmed than it was. In certain 
respects, where issues of war and peace are at stake and Derhaui 
in some other fields of action, there will be remicliom on the 
absoluteness of n^onal 'sovereignty,' recognised and incor- 
Mrated in formal international instruments and not merely 
de ^acto. But countries will continue to be administered by 
national Coverruncnls. to have their reparate codes of law and 
wthods of law-making, to preserve civil order within their ow n 
^ntiers, .md to ^ape their own fortunes within such ceneral 
fi^e^k as the new structure of the United Nations may nre- 
vide. Those who prepheied that the second World War wnuJd 
sec the end of national Werignty' have been shown to be 
wrong: the thing has survived, though its limits and to some 
extent Its nature may imvc been changed. 

In the foregoing paragraphs, the wmd 'national' has been used 
m a wide k™, to mdude Stales, such as the Soviet Union 
Mpiim and SwiWctland, which are made up of a number of 
Mtmnal groups. My point u not that the fhmticrs of the new 

one ^te, but simply that the port-war world continues to be 
divided mto sep^u; temtorleSj each with its owji separate 
Goyei^tmt, and that m most ca,« the inhabitants of th«eW. 
tones thmk of themselv« as membeni of the State in wJiore ™ 
live and eapeet to have to drape within it, in common ™ 


their fello^v iiihabit^lflp a w^y of livjiig clifTcretit in some dcgiw 
from the ways of their ne^Hbours in otlicr States. The nation 
State p in thb serwe^ nmy have no common racjal foundation^ but 
it has usually vsHthin it n conmuiDity either of tradttioTi or of 
eixtcnding to enough of its inhabitants m serve as a basis for its 
common Initkudons. 


Tht InstituHoiu^ FmfftdatiQru qf 

Within caeh of Uieie Sutes, a decision has to be reath^ 
somehow about the n^tture of the instituiions under which tiie 
people are to bve. In normal timea, of course, sodetica tarry on 
witli the institutions they have^ mcniifyiiw them here or there, but 
without changing the gcncrai frameworlt+ In Umes of abnorm^ 
disturbance^ ^vhether the causes be internal or extemah ot bod^ 
the very foundadons of the national life come into quesUon, and 
the soundness of the atructufal fi^amework buiU upon them is no 
longer taken for granted. Two contending forces then come mto 
plav* One. the conservativci stresses the danger of alten^ the 
traditionaJ hramework for fear of the whole soaety falling to 
pieces^ while another^ the radical, looks for surer f^ndations on 
which an csscnmlty new' structure can be reared. Qi course mt 
radical do« not propofle to destroy everything, or the cooM^rvaUve 
to keep everything undmnged. RadicaUsm and conservatism 
alike mattera of degree. The radical may consider some of the 
foundations and some part of the superstructure to be sound; 
conservative may agree that some parts of the superstructure n^ 
rc Wlding, There may be also a division in thceonser^'ativc ranks, 
bet^^'een the conservatives proper, who are prepared to accept p^t 
iimovadons whUe doing their best to limit new 
reactionaries, who wish to pull down thenewicr ofthe^exat^ 

supctstructurc in order to get back to what they regard as the 
sound underlying traditions of the nation's pasL 


Imlitutbns as + 

Certain parts of the structure of institutions often play a 
symbolic rSc in these conflicts. Wherever as 

a ical focus of anti-democnittc po^r, i^C^s wiU «^to 
aboUth it. or at the very least m reduce ii to imi^tcoc^ wh^j 
the omservativa,« well as tli= ica^oi^, w>U defend it the 
symbol of the narional tradition. The Church, 
similar mlc. will become in the ^y a 

attach and defence. So may other msututiot^m this 
,ple, the House of Lords, or even of 

h^ other side, there wfls a dearly symbolic element m the 
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exam 

On the other side, there 




fervour with which the British Cons^-rvatives resisted modi- 
ScadQn of the Trade Union Act of 1927, or, in France^ m the 
various atlirudes taken up on the qu^^tion of the continued 
validity of the “GonsUtution; of 1875.*' Amedean consert'ad^m 
makes a symbol oF^frcCp capitalist enterprise/^ 

Wlien the life of a country has been shaken to the very 
foundationSj and rehuilding is in qticstionp the caiuervadve ai^- 
mcrit h that there is no way of aH&ciirc re-ratabllshment except on 
the old foundatiotis and by replacing the tnidjlioiial mstitutiona 
ai nearly as possible aa they^ were. Monarchy, if it ejofiied^ must 
be kept as the symbol of national tinity: the class structure tnuat 
be restored intact; the legislature and government must re lain 
their traditional formsi the church must not be disturbed in its 
privileges: the bases of landed property and economic relations in 
industry muat remain as before* The radical^ on the other handik 
will want to lay hands on aa many of these imtitutiona as stand 
seriously in the way of hif conception of a new sodal order* and 
will stress the proven inadequacy or anti-sodal character of the 
old structuic smd the need for building on a riew plan. He will 
not, however, as a rule want to make a oimplete ^eep of the 
old, because he will rccogniK the datigers of alienating support 
by pressing his radicalism too lar. How far he will wish to go in 
practice will depend mainly on two factori—the ottent to which 
the old institutions have actually dinntcgratcdt and the degree to 
which his opponents arc prepared for accommodatioiL 'Fhc cqn- 
servarive, for hk part—though not the sheer reactionary^wiJl be 
similarly moved. He will take into account the practloil possi* 
bility ol‘ rebuilding the old structure so as to niake Jt work, and 
wdJ be prepared for some innovatiqnj cipecially where his 
opponents show a prepared ness to compronkise. 

Exifmal InjJtunus 

The into^ction of these internal forces may be greatly com-^ 
plicated by the external relations of die States concerned. 
all over Eastern Europe, the radical elenKmu arc being stronglv 
impelled to iiabt on a basis of reconstmetinn that will make it 
easier for their countries to liw in harmony with the Soviet Union, 
whereas a lymboiic hatred of the Soviet Union makjcs it harder 
for the conservative forces to adapt themsdvcs to changta which 
wUl this effect Great Britain, at one end of ihe great 
Eurasian land-mass, and China, at the other, Ixith fed the con¬ 
flicting tug? of the Soviet Union and the United Snuei, with their 
contraiiing coonomk and social syitemiu A more complicated 
acria of tugs exists in Centiul and Western Europe, where the 
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Soviet and Aftiencan idflucDcsta pull dififcftnl wayi, but the 
Brituhf ;vncc the advent of Labour t* power, arc a more enig* 
made influencep, not yet plainly defined and tbtfclbre tending to 
keep the cofiflicting ititCfnaJ IbrccB in the various countries doubt¬ 
fully in play, till they can tdl whether a praciicabie altemadve 
point of Stabilisation is to be offered thenn 


Tjfpes qf fnsHtutions 

Everywhere the struggle « necessarily being fought out mainly 
over institutbm. The foundadons of society cannot for the most 
part be directly attacked or defended. Defence and attack alike 
are r-onccnlratcd on the kc^' institutions^ which are at the 
time symbols of the conflicting faidis. These institutions are of a 
number of different lands, but for onr present purpt^ i^n 
group them under three heails. Fim, there att: p^htt£ai msktuhoni 
—forms of government, monarchy or republic, parliament or 
soviet, repTCScntation or dictatorship on an unreprsentatiyc 
basis, electoral systems, political parties and propagandist 
machines, locaJ govemmeni and its relations to central govern* 
ment, its powtffs and areas, and so on. Secondly, thwe are 
mnomk land systems, pubhe or pns'aie own^ip and 

operation of industries and services, jnhciitancc law^ and customs, 
tM systetns,. Labour oonditions. and thri^- regulation, monet^ 
policies, thrift agencies and forms of social insurance, and the like. 
Thirdly, there is the still more various group of sxid 
religious establishments and ailegiances^ marria;^ cus > 
schools and instituict of teachings Icarumg and rcsearcfi, 
academics and sodetiea of the arts, pattc^ of 
amusement, personal freedoms and 

dent on or on custom, and in gcne^l the thoimnd and one 
things which, apart from the established patterns of and 

eoonotnic stmeture, diffcrcntiaic each pMplc -^ | i;r_* 

and give to each ojimtry its recogmsabte pattern of national life. 

ToLdiioriamSTn ^ ^ 

The eacdce of totalitarianhin « its insistence on Male 
niprx^cy m aU these fields. Accordi^ to the tot^tamn phiK 
osSphy, nlthing in the lives of the citutens must bo 
control of the State— though there are thinjp ishtch, - 

their unimportance for the ivhole, or of the sheer 
regulating ^em, even the totaJitamn Stale ^y 
ofcours^hcr things which any actual totnlitanan 
the time leave unregubted from motives of ,Pf 
totalitarianUm means is insistKice on State legulation of the Uves 
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tbc In all thrtc ^h^ret, and in each over aj cnuch a? 

possible of what matters from the standpoint of the whoton Under 
such a system the individuaJ has no private right: such freedoms 
as are left to iilm remain as of gracc^ or because die Stale cannot 
see its way to remove them. 

Indwidimlist Phildsofihies 

At the opposite extreme stands the philosophy of individualism, 
sometimes called ' liberalism p" tliough ^bberaltsm^ has many other 
meanings. Tile aim of indiridixaU^ir in most of its foimSp is to 
limit the held of teguladon as narrowly as possible, tn order to 
Leave the fullest po^blc scope for the individual to act as he 
pleases. The most extreme form of individualism jj absolute 
Anarchism^ which denies the need* not only for government In 
any shapcp but also for formal associatiodp even on a voluntary 
This is a very different philosophy from Anarchist - 
Communism, which denies only the coercive elements in rcgtila- 
tion, and insists strongly on the importance and effectiveness of 
voluntary association. Anaiohist-Communirm is not Indiridual- 
istic, as absolute Anarchism is: it bdongs with the Socialist 
philosophies, to which we shall come later. 

Individaalitm and the Rights qf Proper^ 

Next in order to Anarchism^ in the individualist group, comes 
the attitude wliich admits the necessity of government, but alma 
at limiting its province to the praervation of *order/ "Order, * in 
this conception, involves above all else the dcHnition of the rights 
and forms of property and their enforcement. It mtisi do for 
without it there can be no firm basis for the individual freedom 
w^hich is postulated as desirable. On its radical side, this doctrine 
insists on the diffusion of property, so as to give pvery man, or at 
least cveiy head of a household* a property with which he can 
mingle his labour and ihtts exercise his iudlviduahty; hut most 
deemred individualists lay no stress on this* and either assert that 
every man has a natural property in his own labour, which is 
enough to afford a basis for freedomp or that every man, having 
tliis property in his own labour, should have the chance of 
acquiring other property by ihowing proper enlerprue in die 
iise of his natural pmrer®. This last form of the doctrine is strong 
especially among "frontbrsmen"—wherever the fields are many 
and the labourers friv, or where the memory of the 'frontier' 
iurvives, as in the United States, and continues to exert a lively 
influence on the forms of thought. 

It is not true, though it is often said, that the individualist of 
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this school desires to confine llic State to the political, and to keep 
it out of die economic, sphere. The reguladon of prope^ rights 
is csse nti^y an economic matter* What tliis of individualist 

does desire Ls a limited police State maLdtained for the dEicDCC 
and defioitian of property nghts, and besides for as little as 
possible. Mara>ven he desires to hold within these narrow 
limits, not only State action but other forms of insumtional 
acdon as wtdl. He is usiniUy as hostDe to the binding force of 
customs, to any tendency tovim^ds association that in practice 
hinds the members, and to any ecclesiastical prctcnsiom to 
rcguLite (X>nduct, as he is to the inctonsion of the State s sphere of 
intcrvenlioiL l ie believes in Tree enterprise/subject to property 
rights^ not only in economic affairs* but also in politics (the 
splinter parties the belter) and over the wide realm of social and 
pcisonal bchavioiLT.^ 


TtiUkiitarianisni and Indwidui^twn Contfdslid 
Bchvcen these two eartreroca lie the varioia 5«lal phiJ^phia 
which reject both uniircrsal iubjcction of the intfividua] to the 
whole and the unqualified assertion of individual nghts. In all 
tlicse intermediate philosophies, there are limits to the 
of any angle principle. Totalitarianisro rests at bottom on a hehei 
that the indiv^ual in himself docs not matter, and that his happi¬ 
ness and well-being do not matter, save to ^e «tcnt to whi^ 
they are mea ns to the weU-being of the State. The State is thought 
of. not as all the individimls in their manifold pownal and 
associative relations, but as an entity tr^ndmg 
existing for it* own sate. In this view of life man is mi^i: rof 5^® 
State, not the State for man. The individual who SMnfices him¬ 
self‘for the State' is thought of as doing so really for the State, 
and not for his fclIow-men. Man a thought of. 
merely as a speck ofstate-stuff-u^tihas he is one ofi!™ 
supermen who arc somtrhow symbols of ihc State* V , ^ 

the Emperor of Japan lUl only tlie other day, is not a man. he « 

^ A? SrShS exlrem^for 

exists. In each human body is an igo, and 
has i« own wants, ambitions, valu«, f 
al«rt tom every other. Not only the State, but any form of 

aS«iadoi, between th«e ^ (? 

mother and child) is a h Nd? is 

furtherance of the purposes of the fgaf which bdong to it^. Nor a 

this all. Association is regarded p dai^rma. 

can be used to further the ihdividufll i ends, associaaons have 


a undcncy to dtvtdop cads of their own, which may limit the 
scope of individual enterprise and may cause the inamdual to 
accept conciudons and principles of actioa which are not really 
his, OT anyone’S| but proceed from the comjptitig Sofliicncc of 
group activity, State, if it m allowed at aJl, is merrly a piece 
of machinery for ‘keepi ng the ring/ in which the individ uais are 
to fight it out among themsel™ according to ndei which llicy 
recognise as not limiting but enlarging their freedom of self- 
expresnon and self-realisation, 

Critiqui cf Indioidmiiim 

Gkarlyi even this ^referee State' b the thin cod of a very thick 
Wedge* If it is allowed tliat^ in the interests of an orderly struggle 
for self-realisadont rules must be laid down and must extend to 
the rcgukttOQ of property rights, how' much else may not have 
to be admitted^ llxt [iidividuaiist often tries to make a stand by 
dcdajing that the right of property is "natural," and thEretorea fit 
subject for protection by the State. This "natiiTal right" to 
property includes a man's right to property in his own person, 
and accordingly the State h jmtified in protecting his b^y» as 
wdi as his estate. But against w^hal. ii a man's body to be pro¬ 
tected? Only against the club* or loEiimy-guna of his 

neighbonrs^ or alio against disease and hunger and the physical 
effects of menial suffering or privation? And what about man^s 
"estate^ In order to protect the indivaduars property In things^ 
the S tate must decide to irhat individual each thing belongs^ If it 
may decide tliis once, may It not revbe its jui^mciit, and assign 
one man*s property to another (e,g- redistribution onond, as in 
the French Rcv^olution and m many inbscquently)^ or even lake 
over a man's property^ ^vhen it can be ihown that it can be better 
managed in the interest of ail the individuals, or of a majority of 
them, by some pubhq body? Logically die recognition erf the 
State's role as die protector of property opens the door ^vide to all 
manner of further interventions^ unless it can really be showui that 
property is a natural right and that the actual oH^erahips recog¬ 
nised by the State correedy reflect the decrees of a law of naturei' 
This, of counc^ cannot be shown, but only assumed. The 
indiridualist either assumes it, or assumes that, even if the existing 
diitribution of property is ^unnatural,* there is a "natural' distri¬ 
bution which the State can cstabUsh, so as to confine its activities 
there^ter to keeping this 'natural' distribution intact. The radical 
indbdduaUst usually takes the latter view, but runs into the diffi- 
culty that ha principle of irdividuiil enterprise is contmually 
tending to upset the ’natural’ distrihurion, which he has therefore, 
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in the tMth of individual entcrprisi:;^ ag:ain to reinstatf 

—to aay notlung of the difficoity ihat^ if he attempts to preserve it* 
say, by tbe rtjsniiadon of inkeritance* he is pushed a step further 
along the ro^ of intervention and isj besides^ in danger^ of 
I Creating conditiDns of extreme suh^iivisioii of property 

plainly make against Jti eflfcctivt use. The aon*ra^i^ indU 
vidua list Is on safer ground in nsautning that the exisdog institu* 
tions of private property correctly express the dletates of *natural 
law,’ and in irmaining unmoved by those who question them on 
grounds of'natural equity.* But he is on sailer ground, tiot because 
his argument is more valid, but only because he refuses to be 


argued wth. , .... 

The individualJsl is right, as against the to^ita^, in insMO^ 
oti the primacy of human heings. He right in scoutLug 
notion that there can be a Statens wcl^re distinct hom rhe wcUare 
of the men and women who tn^ce up the State^ and m putting 
forward the freedom and wdl-beii^ of the jndtvidu*a as m object 
for social pursuii. IJe is^ hQwgrvcr^ wrong in assuming that men 
can best pursue their happiness and weiGur^ or even their 
effective freedonij by refusing to take counsel tc^ih« a tout mcir 
conduct;, or to lay down In common any ndes of a^ioa by which 
they are co be guided in the pursuit of their ends. He wrong ato 
in assuming that all ends imporumt to the individual can be 
pursued merely as iodividiial ends, without any ckmeut ^ 
operation among men for a ootumon purp^^ or that the 
individual is in fact exdlusLvcly interested in the furtherance ot ^ 
own ends* and not also In helping other people to further mw. 
The contortions by which some individualists, oomaous feeling 
in feet a sympathy for other roeii’i ends, try to resolve all omer* 
regarding behaviour into sdf^rt^rdiiig behaviour are 
truly laughable, I myself had once to deal ivith a pc™n who felt 
a itraug d«lnr lo give money to a ‘good cauK for wbu* 
I ap Wed to him. but felt unabk to do tinuJ he had not mere y 
convinced bimaelf, but bludgeoned me into agrising formally 
that in making the gift he aettmted cnbrdy by c^dera^n 
of the powtua pleasure which the mvmg would afford him. The 
cause ^ so gdod that I had to tell a wfote be; and Py® » 
pleasure was Lideniabk. What he refi^ to see was that, rf he 
bad given merely for the pleasure of giving, he would not have 
been pleased^ 


A/m oj SqcM Biingi 

The truth of the matter h that, though men and wtmen and 
their happiness and web-being am the things that count, men 
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and women arc not isoLilcd Jndividua]i w^ho can enjoy thtae 
blcsjjngs by thcrosclvca^ or by the sole power of individiml enter¬ 
prise achieve the ends they They are by their very nature 

and reJation to thdr environment social bdngs—tnembers one of 
anoibcTi and they must work together to achieve many of thetr 
ends and must enjoy together the fruiu of many of thdr labouir. 
The dance of life is not merely a ^ stid; nor can one man^ 
however enterprising, build the City Beautiful. No doubts given 
the Institution of property in Its capitalist form, some men can 
become rich enough to buy dummy-partnen or to employ all the 
labotir needed to build a city*^ and such triumphs of ^private 
enterprise’ are apt to be particularly admired. But the man whose 
achievements take only such forms is ILkclvj unless he h quite 
abnormal, to be oppressed by the horrors of his loneliness rather 
than to have his spirit lifted up* There are some ends which the 
normal man does pursue individually^ so as to get a purely sndi- 
\adual satisfaction' but no normal man’s life ii made up of the 
exclusive pursuit of luch ends. Even the artist wants someone to 
lil^ his creationSp and to share bis sense of their wDrtli-whileness. 
have been. In the preceding paragraph^ intcntion^y 
fumbling up several things together. Let us now try to sort them 
out* First, there are tnany thingi which on be dooi only by a 
number of people acting together for a common end. Ckuumon 
action in this sphere is consistent with IndUidualkm when the end 
is of such a nature that each man desires it for himself and not for 
the others^ as may be the case in a Ratepayers’ League designed 
to keep down the rates. It ceases to be consistent fta soon as there 
enters tn any element of desiring the end for other persona as wdl 
as for oneself as even the members of a Ratepayers’ League 
usually profess to do. Any intrusion^ for eTUimple^ of the notion of 
'Caimess' or lair dealing by all Avho art simiWly situated brings 
in an element for whi^ sheer indivldualiim cannot account, 

^ Secondly! there are many things which can be only ou 

condition that they art: cajoyed by othm besides oneself. A endtet 
match is an obvious example, and this applies to watching it as 
well as to playing in it. A Cup Final, a boxing-match, a play 
would lose much of their savour if one had the place to oneself or 
were Burrounded only by automata incapable of ftJlow-feoling* 

- Tliii^y, there m many things which, though they can be done 
by individuals acting alone, Can be fifow mtek hftUr by cooperative 
actinn. Here the field of controversy begins^ for the individuaiist 
is apt to combine with his egoistic psychology a mystioil belief in 
the value of purely individual effort, and to see good not merely 
in what is adiievi^ by ii but also in the nature pf the effort by 
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%vhich the rcauk b achieved. He Is inclined to look down on co- 
operative effort, especially when the Individ unfs part in it cannot 
be separately identified. In meli cases, it is apt Co seem to him to 
be nobody^j eflbrl, and therefore without value. If the value were 
only in the product, the merging of the individual efforts could 
make no difference: if it ii in the effort there is a diffpence^ for 
the question becomes one of 'prowess* and not of enjoyment of 
the product, 

Iftdwiiiitdhm and PmcTuii Prowess 

I'hc notion of 'prowess' is, indeed, much more do«Iy related 
to the appeal of individtiolbm than is ofLcn recognised. A gc^ 
many people defend 'free’' entcqjrbe and object to collective 
action not because they bcHevc that the restiUt of 'free* enterprise 
will be belterj, but because they think it affords greater openings 
for the display of personality. 'IThis would be a respectable aigu-- 
mem, if it jucant greater openings for everybody, or for the great 
majority. Once upon a time, it may have meant this, when the 
means and methods of production wicrc simpler. But tOHlay it 
means in practice sometliing very different—tlie narmwiiig of life 
for the many in order to afford greater openings for the few^ much 
less in exercising their powers upon the mastery of things than in 
treating other men as; means to their ends. There are st^l^ of 
course, graded opportunities for the duplay of prowess within the 
hirgc organisations dominated by the supermen of industry and 
commctcc; and ihere are also opportunities in imall-scale enter* 
priie, where it is able to maintain itself in fiicc of the development 
of mass-production techniques. Indeedp the controUers^ of big 
business are continually uymg to provide such openings in ihcir 
own concerns, and defcnding their own positiou by appealing as 
‘fellow cnterpriscis* to the smaller fry* But the indispenj^ble con¬ 
ditions of modem production leave little room for the display of 
prowess by most workers in large-scale mdustiy; and_ m many 
fields the smaller scale 'enterprisers' arc in pfracticc aHowed but 
little latitude, and get more kicks than ha^pence^ Moreoycr, ^ 
^ne thing to be given tJie chance of displaying prowess in a task 
which a man can accept as his own* and another to be alJov™i 
to display it only in fiirtlierance of other men s purposes. 

7^ Ffor 

Nevertheless, the ‘prowess* motive counts for a great^ deal 
among those who take up an attitude hostile to public inter- 
yention in the field of economic enterprise, 'Hie fear of^r^ tape 

real, and extends lar beyond those who object to it not because 
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disliJie lape. but because they prefer to chtwie their own 
cobur. Tlierc jj a widespread feeling thal colleciive action can he 
wted mth ' bureaucracy,' and that a butHtu is one thing when it 
» found in a public office and quite a dlffitrcnt thing elscwbere. 
Tim is partly became llie State bureaucrat unmUy appears armed 
witli l(^al authority, scattcri^ orders and regulatiom, whereas 
the private burea^at exercise# his powers dt facto, and not of 
legal rijght. But it b abo became the private buieauctaU conduct 
a continual campaign of abuse against the public bureancrats, 
who are for the moat part not allowed to ansiver back. There is 
ii real difference between bureaucracy armed with legal powers 
and bureaucracy backed only by economic strength; but that is 
not to say that the one is worse than the other, or that they art 
not both of tlieia fbnus of bureaucracy. ^ 


Protxxss w Its Good and Bad Aspnts 

^ It is, indeed, a very real question whether ‘public enterprue’ or 
I private enterprise,' under the modem conditions of laj^scale 
I organisation, can offer the better opportunities for the exercise of 
] ^owess' in its dcsirabLe social rormi. It wiU be admitted that not 
exercises of prowess are desirable. The Naais based much of 
their system on maximising their own rolJowcrs’ chances of dis¬ 
playing most undesirable forms of‘proivesi,’ such as 'process' in 
cruelty, espionage and delation, Jew-baiting, and ivar ITicie 
never was a regime, at any rate tn a community purportiiw to be 
ovili*^, that offmd such opportunities for self^arore^on in 
there fonw. But the correlative of there opportunitira was not 
freedom hut tyt^ny for the greater pan of the people. The 
quesuon, then, that W'e have to ask is not wliich syst™ most 

p™-» - 

That some fonra of praw™ are detirahle, everyone will a*T«, 
Nay, more, most people will agree that in any wdl-ora^SS 
^ety the opporiumUcs for showing provros ought to he widtlv 

us^ness. It would not a ^ society in which most men had 
only to receive, and Imd no hand in creating. Nor woSd it be 
a good socirly in which, in the process ofSadon, most men’s 
role i™ purely mechamcoJ and afforded no opportunity ofdoiSSi 
a job better or worse. Labour u uncnviablv placed when botf 
die pace and the qimbty of produrtion are dSermiued 

To this extent, it is correct to lay itiess on the factor of prowejs. 
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But why need there be miy Jess scope for U when bu^ess is 
publicly run tfann when it is in die hands of largr-scoJe 'private 
enterprise"? Clearly, there may be no dlfTeimce in the tcchnicaJ 
Condi dons. Manning a maditite or oiganising a department calU 
for ejcactly the same kind of efficiency whether a business b 
pubikly or pm*attly owned; and tJiere seems no reason for expect¬ 
ing dther system to show a clear technical superiority in idl cases 
over the pdier. One wxiuld rather expect "private entnprisc' to 
havc^ the lK:st of It where die scale of organisation it 

relatively small and much depends on careful co-oniaiatioii of all 
thc^ technical factors within a relatively small unit, and the 
positions to be reversed where the Qptimiim scale is very laj^ge and 
the osendal &cti:ir b unihed contiol over a very widz field. For 
undoubtedly public enterprise ^vUl tend to be latge-scalc enters 
prisej whether the tcciinical conditions call for large-scale 
enterprise or not. And, on the other hand, 'private cnteqiriKj' 
even when its scale is laigei ^vill usually fall siiort of unilicadon of 
all the relevant forces. Indeedi it probably is the cate that "public 
enterprise" k technically not Lhe best way of runiung smalbscale 
industries, and 'private enecrprlsc* not the best wayj even technic- 
•dly, of running those which call for a high degree of unified 
control, 

Ihc technical lactors, howeverj do not stand alone and cannot 
be isolated* A buiincss that is t^inlcally elHcicnt may be con¬ 
ducted ill a way contrary to the public interest, whereas a 
tcchrucally inellidcnt unit may be domg its poor to ser^^ the 
public. Moreover, a budnoss can be both inefficient technically 
and reasonably efficient in its quality of service, or tmt for 
techmcaj inefficiency may be m^e up for by zxkl and cneigy, or 
tedmlcal effidcncy olTsct by bad human rclatioai. All we can ^ 
conclude so fiir Is that dicre is no iahnkd reason why in huge* 
business 'private enterprise" should allow more scope for . 
prpTiifcw than 'public enterprise.’ If it docs,, the reasons must litJ 
outside the sphere of techniq ue, 

Chorga ogaittil PuMk Enierprise 

This, of course, is whai they arc alicgcd to do. It is alleged that 
|piffilk enterprise^ gi4Eet5-ih™ two scrfoi^. defe^^ 

'private enterpns? Is noremnd^^ The first of these a alleged 
fo show Itself on the side ofmanagemcijt. The public manager^ 
atguedr having greater sfenrily tfian his private counterpart 
anxious rather to avoid than to attract notice, is apt to taJee 
die line of least raktancej and the cnterpriui^ individual, who 
finds himself caught in the meshes of ^public chterprise/ is apt to 
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find his initiative AtLHcd at births utiti] he gives up tiying or 
resigns in despair. Secondly^ nt-arer the botiDfii^ the ordinary 
workcfs, hav^mg securiiyj see no reason for cxertiiig tliemsclvci 
unduiyj and there develops what used to be cahedi in relation to 
municipial services, the ^^c^Jrporation stroke," 

Both these pbenoinena undeniably cxbt* But neither of ih^m 
appears to exist in the Soviet Union, where by far ihe greatest 
experiment m ^public enterprise^ has been made; nor docs either 
appear to exist in auch bodies aa the Uentrai Electricity Board or 
the London Passenger Transport Board any more Umn In iarge- 
scoJe private businesses^ireven OJ much. Ah, hut—say the Cntid 
—that is because ncidier in the Soviet Union nor in these British 
Bcrvicca docs the clement of security and of desire to avoid notice 
exist. The Soviet system pLainJy gives the utinost cncjouragcment 
to prowess; and tlie Brit^ CoTporations enooutoge it at least as 
much as Brilish private large-sc^e business. Then the fault must 
lie, not in 'public enterprise' os such, but in a particular form of 
it which consists in applying the mcUiocis of civil service admini' 
stratioci to the widely different problems of business control. 

Prifiixjs in i/u Publk Sewia 

The opportunity for the display of prowess can be given just as 
well, and diffused just as widely, under public as under private 
control, pro\dde-'d tliat the me^od of public control has been 
devised for the puqxse of productive efficiency and not simply 
taken ov-er from the methods of civil service adimnlstratioii. Nay, 
it can be diBused much more easily, because there is no public 
motive for wishing to concentrate power in the hands of a few' 
men at the top. The private ow'ncra of industry must keep the key 
powers in their own hands, because they must enture Uial industry 
shall be conducted for their profit. The public can have no such 
motive to pre^^ent It from wLshing to giw initiath-e the moat widely 
diffused smpe. It can no doubt occur that the public's wishes are 
rendered incffiective by the desire of the head bureaucrats to con^ 
eentrale pow'cr in their own hands; but this tendency can be kept 
in check whenever the head bureaucrats are not anonymous 
major-domos, shchermg behind Ministers who do not know 
enough to contrat them, but publicly proclaimed responsible 
officers, who have to jusafy tlieir doings both to the coiisuming 
public and to ihcir colleagues, high and iow^ in the amices they 
control. 

The ‘prowess* argument, thcii, affords no such support to indi- 
vidualiima as is often supposed. Indeed, the prowtss for which 
individualisni gives scope is undiHcrcatiatcd prowess^prowess for 
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ill as well as for giwl—prowess yncanaJised and essentially ego¬ 
istic in its ttnpuIsA It is a prowess in exploitation, as much as in 
achievement^ and, as f;ir as it applies to lesser men, a prowess 
accompanied by a very high degree of insecurity. 

But was I not uiging, just that top moth security was one 
great cause of the miscarriages of public enterprise? Y«, f was* 
Too much secujity is bad; but so h too little, A man shoiild have, 
in a reasonably organised society, a Fair chance -of holding and 
improving his position if his performance is up to standard, plus 
an assurance that failing to hold it will not mean sheer ruin; but 
no man should be given the assurance tltat sladtneas or in¬ 
efficiency xvall not be allo-wcd to prejudice his tenure of office. 

There Ls, hnvirver, a further disilucdon that needs to be made 
in connection svith the question of prowess. For proi'^TSs can be 
either purely personal, or both personal and representative, The 
prowess of the business m/rf^rrrtnif, great or small, is in essence 
purely personaK ft is Ati prowess, conrerring credit on him alone, 
Tlie pnow^eas of the ma nager* tcchiucian* or skilled worker who h 
attached to a large organisation ii both pctsoniil and repro 
putative. It coirtrcTS credit on the orgauisatton as vveh as on the 
indivIduaL But if the organisation is privately owned and con* 
trolled* the representative aspect of the prowess belongs to the 
firm and is related to the firm's ends. It is a prowxss of scrvioCp 
not to the public, but to the controllers of the firm* and it may 
even inwlve disservice to the public-—for example, w'hert a head 
of a sales deparfment devises an efficient monopolist control for 
exploiting the eonsumers, or when a works manager sho^vs skLll 
in evading the factory inspector's vigilance. On the other hand, 
when prow'css is displayed in public enterprise it is again both 
personal and representative; but its representative character is in 
this iiasc linked with the idea of public send™^ and ihcrcw'ith 
loses its mnbivalent qitality. ? : ^ ■ .! • * > 

^owess itnrfrr Capitatim 

The aim of a vvtll^rganiscd society should be to give plenty of 
room for the display of prowess in the service of the pubHCi 
wherever it can be shown without tmuipling upon the reasonable 
claims of other men. T^ere should be ample scope* in a rightly 
<^J^anbed sodety, for the exercise of pef^nal skill and initiative* 
tech nical and oiganiiing capacitVp and the art of leadership* and 
there should be scope in nil these things Jbr emulation, as well as 
for absolute achievemenL A modem society which fails to afford 
these oppo tunities to a high proportion of Its dtbens will tnde^ 
cither stagnate or develop the essential characteristics of a ^Servi le 
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Smtr/ Ii by no Follou's^ that "private? enteq^rwe^ 

ia» in the inoci*?m wtjrld, tin? corrcci tvay of achiirviiig the desired 
result, U will be agreti^d that the imcmplDyrd nmii or woman, 
living on the dole^ though he or &he may in fact be putting up 
3 C[uitc iiCToie struggle agniiut adversity^ and pi’eK'rk'ing kIi- 
respect in cotiditions tiducK contifiually threaten to under^ne it, 
has little Or no chance of displaying ^prowess.' Ptowtss. is by no 
means the same thing as heroism: it indudet the sense of achieve¬ 
ment^ and of recognised ochiev'ement, as well as courage or skill. 
A society w^bicli leaves a lafge proportion of its citizei^ dtber 
unemployed or in constant fear of unemployment is not one in 
which the required conditions codst. Even apart from the unem* 
ploy'cd and those on the veigc of untmjdoymenti it a^^reads a 
sense of discouragement Ikr and widcr and induces men to think 
rather of holding on tight to what thc^ have than of achieving 
anything tiew. If^ as aeems cleor^ relianeo on unplanned and 
umeguiated 'private enterprise^ involves considtrahle unemploy* 
mcnl at all dines and dev'osutjn^ uncmployincnc at not infrequent 
intcrvalAp ihe account against it is hcavy^ even in terms of its own 
favourite virtue. 


Anii-i^Kial Achimnmti 

Secondly^ the forms of piovvesa which private enterprise 
encourages ai fhi top ^ increasingly and-sodaL They' relate less 
and lest to inereosing prodntuioRp and more and more to 
manipniadng prices and supplies* The "man of enterprise" who 
is most Looked np to iromes to be, more and more, the flnancief 
or company promoter, and and Jess the actual producer* In 
no doubt, the scientist and technldan tend to come into 
their own, and get necognitton for ihdr achievement! in applied 
science; but that is because, under ww condition^p the laws of 
cipitaJist production arc temporarily m suspense* If the world 
returns to a rtfghne of private enterprise, the scientbts will m 
back to their prt-w^ir pCksition of rdodve obscurity and condm^ 
seme oTfrustradoii by the dominant powers of finance. The tru5E- 
makera, cartelliscT^, and company prompters wUI come again into 
their own. 

Tu» Kinds of Ecotumde Ubtroliim 

I quite realise that the tndividualist dislikes these gentry os 
much RSI do, except when he is one of ihem himself But he either 
nefijscs to sec that, in the modern world, there can be no protec- 
don ag^t them cwOTt by invoking the State, or, if he does 
invoke ihe Stale, he calls upon it for a form of service which it is 
s6o 


almost wbally tumble to In order to maJeo this clear, il 

is necessary to draw a distincdou between tw^o lauds of anomic 
libiToium which are still to be found among tbo^c who call them- 
selves Liberals in a poiidcaJ sense, as well as among "^bberal^ 
economists. The older economic llbcraliim told the State to pro¬ 
tect the rights of property-j but apart from that function to keep 
out of the economic field. The newer economic Jiberalkni tdls the 
Slate to enter the economic field in Order to i^^fatabLbh ordfieiafly 
die conditions which mat in the liberal ivorld of economic theory*, 
but not in fact. In effect, the older liberals beUeved in a bw of 
nattirc which would cause things to work out all right if only the 
State wxuild stand aside; wberras the new'er liberals ha%'e lost 
faith in die cHicacy o-f this law'^ but not in die theories that their 
fore-runners based upon it. They are therefore driven back to die 
cjctraordiimry notion of an artificial 'natural* Uw* which is to be 
imposed by State action against trusts, combineSi Trade Unions, 
and all foims of combination which stand in the way of a rtf^me 
of perfect compedtinn. If the Sutc but 3upprt:ss these things, 
they contend, the symmetricaJ pcrfccdon whim they can display 
in their iheoriet will be translated into fact. 

An Artificial Fm Market 

The first objection to ibis view is that it b quite cstraordinanly 
difficult to prevent busiitcs men, or indeed workers, from com¬ 
bi nifig if they livant to oombint. The liberal economists begin by 
that the profit tneenth'e ts the only foundadon on which 
a satmactory economic order can be baaed and then pnoct^ to 
tell the profit-sedeer thai he must not act in accordance with u, 
wherever it induces him to prefer corahinadon to unregulated 
competidon. If in the order of nature profit-seeking did prince 
all the beneficent results attributed to it, there would be no 
ricccadty to restrain oombinations; for either they would not pay, 
or their consequences would he beneficent. If it Is ncc^saiy^ arti- 
hcLally CO restrain combination^ that is a sign of the inability of 
the profit-mu dve to ensure good results. ^ Moreover, when me 
State docs try to prevent combinatioiis, ^vithout superseding the 
profit-motive or itselfaGceptutg any responsibility lor praduction, 
die effect of its ajctlon b apt to be a damping-down, instead of im 
acceleratioii, of lechnical pro^ress^ ’ivherever the scale of economic 
dcvdopmeni h bound to be large, Profit-^kJng firms will not 
embark vast capital sums on research and development unless 
dicy are to enjoy a monopoly of the discoveries they finance; and 
die forbidding of rationalisation and specialbatiou in lam-sc^c 
industries h apt to prevent technical economies in production 



Groiii licing applied, lliis u apait the fact tluit^ Jn rune csbca 
t}ut (if ten, the prohibition of Cdmbirmtion hns been auccc^uily 
evaded by changing its form. If si dozen busincssea, instead of 
Ibrmitig a oirLe], choote to amaJganiate into a single buaJneu 
under unified control, the resulting business is not n ^combine/ 
but an tndivJdual firm, to \vhjch the laws against combi nation 
enacted by a number of States do not apply» 

It may be said that tills objection could be met by better draA;- 
ing of CDmblnactDn laws and stricter enforcement of the State's 
rules against monopoly. But the further the State advances in this 
direction, the more it finds itself setting up in industry a para¬ 
lysing syiiccm of *dual dootro].^ Of all economiq r^imea, the least 
hhely to encourage enterprue is one in virhlch there arc two 
separate seta of mastcra, one to give ordei^ and the other to 
countermand thenn We had estperience of such a fyitem in the 
coal^'iiuncs during the war, and it did not work It would 
have wwked even worse if it had been suffered to continue in 
peace, espcdally if, os the liberal economists desire, the role of the 
State had Ijeen purely native—to forbid restrictive practiCESf 
but not to take any positive part in the determination of indus¬ 
trial policy^ 

The second objection, them, is that, even if the State were able 
to make its negative will effectivcv the result would be to stifle 
enterprise, and not to encourage it* If it is once admitted that 
businias men cannot be allowed to follow the profit-motive 
whithersoever it lca±i them—to compedtkin or to combinatioii as 
the case may be—^the validity of relying on the profit-motive 
becomes suspect, at all events in all those bnuiches of produedon 
in which strong tcndczides tow^ords monopolistic practices exist. 
It has then to be considered whether some aJtcmadve bads for 
determining the extent and forms of productive activity may not 
be preferable, at any rate in these particuJar ports ofthe economic 
field* 

Jfumiim Ijiwm Doom iks iSfo/jf 

Thirdly, the forms of prowess which private enterprise 
encourages tower down the of the economic hierarchy while 
they may possess two of the elemenis needed to cncouia^ pro¬ 
ductive cfTort, lack a third which is of at least couai importance 
Private enterprise does offer to a l^e number of those who serve 
It ^uni^ rewards for special skiU or effort and to a smaller but 
still ccinxidctable number a form of prft%e. By piecework induce¬ 
ments and bonuses it spki to induce high output, and it pays its 
employees at rates which rise with the power and responsibility, 


as well as with the skill, demanded. It alscs gives to some the 

prestige Dfbclng charge-hands, (bremeiij under-niaiiagcr$, depart- 
mental monogersp Avoflu managers, and so on^ and thus enables 
them to rise in the scale of social comideratiori as well os of spend¬ 
ing power. ITic clement which its incentives lack is that of 
recognised public semce* Tlic fact that a man gets a high s^ary 
and occupies a high ppsiLion in the indiis^al hierarchy is no 
assurance at all that he is a good and faithful servant of the 
public^ or deserving of popular esteem. 

It isj of courae, On this clement of public service that the 
Russians have placed a high reliance in their appeals for higher 
standards of industrial adiievcmentK They have by no 
carded the old incentives of higher pecuniary rewards and higher 
social Status: indeed, thev have tended, after a revulsion 
them, to bring them back more and more. But side by side with 
them they have stressed the new clement of public grautude and 
recognition j and it seems clear that this factor has been important 
in eliciting a human response. It is an element thaL esm oust only 
where industry Is either publicly run or is run in accordance with 
a polic^^ which is publicly prescribed. 


7^ Xfartagmtnt ^ Soci^ised fnehitt^ 

The problem, then* that we have to face is that of so orfi^nismg 
the essential services as to secure the effective presence in them* at 
all levels, of the incentives and altitudes that mate for im^tive 
and for eflicient service cf the public interest. In an ember chapter 
something has been said of this matter as it arisa m conneettou 
with the conditions of employment in tlie workshops of a Socialist 
society. Wc have now to face the problem over a wider J^ut, Md 
to consider more preebely what are the conditjona under ^hich 
a Socialist society can avoid the dangers of bureaucrat umeren 
in all forms of large-scale ofgonisation, ^n provide instead 

a framework within which there will be the Ml^encou^^ 
for all forms of initiative that can be harnessed to the public 


service. 


77» Briti^ Coil Semct—P^l 

Let ua consider first the general basis ™ which it is des^ble to 

oi^anisc kt^*scale industries and productive semc« whi^ ^ 

to be in soiie form ■socialised.-1 

method of organisation must be o^ dev^ 

purpose, and not taken mer from the prncuce of 

Jtr^ in the past. The British and other Civil Sem^^ 

instruments devised not for the mniung of induftries and mrvic^ 
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I>ut primariJy for tht quite diffaent tiuks of luperviaion and 
cnjbrwmcni of minimum Btandards, or of the raising of revenue 
^nd the of public expenditure, TThe Ttiain govcnimetii 

departments which existed at the time when the BHtuh CSvil 
Serwee first Exdoptcd its cxisdng methods of recmltmcnt imd pro¬ 
motion and Its forms of totcmal organisation and routine were 
(a) the Treasury and Exchequer, Customs and Excise, and lesser 
financed agenci«: (A) the Service departments—War Office and 
Adnuralty—and the Forcigii, Indian and Golonitil Offices: U) the 
Home and Scottish Offices, to which were added later the f-neal 
^vemment Btord and the Board of Education; (</) the Board of 
Trade and the Board of Agriculture; and (e) the Post Office. Of 
jdl these dep:^nicnts, only the last directly administered anv 
hu^scale mdintry or service, though the Service departmcnli 
had industriaj branches under their control. The otlier dcp>artH> 
ments wei^l essentially supervisor)', except in the field of tax 
wllection. The Service departments did not run the armed forces* 
they only superv^ the work of the army and navy coiiimandcra; 

P<»r taw Board which preceded the Local Government 
Boa^ had md^ excised so ccntraJlwd a control over the 
local Boards of Guardians os to come near at times actually to 
ninuing the poor law service; but this v«u widely resented as an 
an^a^y and an attempt to ^tablish a permanent central Board 
of Health on a somewhat similar basis had been defeated bv the 
outcry against "bureaucratic control." The Board of Trade was 
TOnccmcd mainly w-ith tarills and oommcrcial treaties, and very 
httle wi^ regnlaimg mdustry, still less mth mnning it The 
Board of Agriculture was a nmveomcr, set up only in i BBo and 
^d hitle povve^ The Board of Education (of its pJedecS. the 
Pnvy ^uncil ^mmiltec on Education) hardly more than 
a machine for doling out grants to voluntary aireiidei and 
1870, to S^DoI Bo^ l^y elected and aKomous ^thm 
their Imuted scope. The Home Office had the important duiW 
faett^ impection, ^d iras developing its police ponws; hut it 
WM dir^y raponsible for the conduct of the poIiccscrviM onlv 
in London. Broadly, it can be said that the ^ Oflice was the 
angle case 10 which the Civil Service was running ^my „rt of 
business cnlc^ruc on a considerable! scale* ^ ^ 

•nic qualities needed in a CivU Service with mainly financial 
and superyisorv fungous were above all those of probity and 

^tvants needed to show 

^enterprise, indeed, when they were entcrorisina as Edudn 
Chadwick was in the field ofpow law and pSc hllth ndSini- 
Mraiion, they were pretty certain to get into trouble. VVhat was 
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required of them was. Erst, IncorrupdbiHc)'; secondly, diUgence; 

thirdly^ Uie iiblEty to unambigtious regubtJoJis atid Id 
interpret them In relation to particular cases withouL creating In 
the pubHc mind—or In Lhat section of it to which ^inctorian 
England was prepared to pay any attentlon^a sense of im^rnesi 
as between one edtkea and another^ 

The Civil Service of to^ay is still recruited and drilled on the 
assumption that these are die prindpai qualities required of it* 
But its functions have ^meatly cnanged* h stiUj cKoept in time of 
war^ aciministers direcuy no large-scale indust^ except the Post 
Office; but it has developed^ in the sphere ofiocim adminiitration, 
the large-scale and widely dlspeiwd Emplo>'mcnt Exchange sec¬ 
tion df the Ministry of Labour, and the Assistance Boardi which 
come into direct personal contact witli a large body of ordinary 
citizens. Moreover^ many of die main departments-^e Minktry 
of Health (formerly tlie Local Government Board), the Ministry 
of Education, the Ministry of Labour (Including the Factory 
Department transferred from the Home Office), the Mitiistiy of 
Agriculture^ and the Boanl of Tradc^ as wcU as the new Minktry 
of Town and Country FLanningi and the still newer MinkiTy 
of National Insurance, have all been acquiring functions^ sdil 
mainly of a supcrv^iy kind, which have compelled them to 
spread their emissaries throughout the countryi to adopt at least 
some embryonic foitn of regiotiai organisation, and to mainiainp 
not merely occasionalp but regular day-to-day contacts widi the 
■outside public, 'rhk development has called for an additianal 
quality, which the old-style Civil Scrvajit somedmet Ends it hard 
to acquhe—the capacity to get on human terms with pwpl^ who 
arc not Civil Servants, or drilled in the Civil Service view of hfe* 
It has not, however^ called^ save here and therej for the possesion 
of the qualities whit^ arc requisite for the running of buainesi 
concerns. It is still a main part of the Civil Scrv^anlV business to 
lay no-^ough he hm to say it more politely than of old—and, 
when he &ays yea, to endorse other Peoples's proposab rather than 
initiate his qwu* 

In con^quence of its enlarged funcuona, the Civil Service of 
to-day has b^n forced to become a large erauloyer of seientLm 
and techmeians in many different professional fields. But it has 
never felt quite at home in the process of asdimLiiing these 
elements. The old Civil Service system wa.s based on the belief 
that public administration needed to be rceqgnkcd as a profesion 
calling for a special raiige of qualities aud aceomplkhmciils, 
which could be best acquired not by spcdalitt irainjng but by 
picking them up as the sequel to a lughcr classical cducati^m. It 





was broadly assumed ibat any higher Civil Servant txmld pick up 
w^bat was necessary far work in any department, and that the 
principal posts should be filled^ not by trained apecialistSj but by 
men of high probity and general intellcctuaj ability. Tlic doctor^ 
or other trained profeasional man^ who had to be taken into the 
Service for a particiilar job whicii could not be done by a layman^ 
did not really fit into the o^idaJ hierarchy^ and usually remained 
rather apart firom it^ seldom securing promotaon to any of the key 
offices through which policy was coutnoUed. The 'lay' pattern of 
the Civil Service matched neatly the ^lay" pattern of party politica. 
Minister and Civil Servant ^vcrc alike ^Jaymcn/ in the sen^ of 
having had no specialist training for their jobs; the Civil Servant, 
however, usually stayed in one job much longer than the Minister, 
and therefore, ewni-w his nominal luperior^ the "lay' pro¬ 
fessional dealing with the ^lay^ amateur. 

Thi Public C<iTp<^aiwn 

As soon as the question of transferring Laige-scalc Industries 
from private to public operation seriously arose^ it became obvious 
that the Civil Service* as it was, svould not do for running them* 
Indeed, as the Post Office developed into a more and more 
divmilied and tcchnicaJ economic service^ there was increaiing 
discontent with the Civil Service method of conducting it—a dis¬ 
content which led eventuaily to the 'Bridgenian Refonm* of 193^. 
The first important issue arose over the London docks, and was 
settled by the establishment of the Port of London Authority as 
an independent corporation governed by the users of the port, 
to whom were added a few representativTS of municipal, labour, 
and other special interestip Forestry nstt called for attention^ and 
dealt with by the setting up of the Forestry Commissian— 
a curious hybrid, with one Commissioner sitting in ParHament to 
answer qucstiotis and the rest appointed from outdde Parliament, 
and with its financial operadons controlled by the Chancellor of 
the Exchequer and llie Treasury in such a way m to deny it the 
thing it ne^cd most for suceesa* ability to plan ahead over a long 
period. Next came the electricity problem* when it was realised 
that then: must be a co*ordinat^ plan of generaEion and tram- 
mbsinn of current over the whole country. This necessity W'OS met 
by cstablbhlng the Central Electricity Board to build and 
administer the new 'Grid* system* not ai a govcrnineat depart¬ 
ment but as a public corporation entitled to raise its own capital 
by borrowing* and not subject to control by the Treasury as long 
as it did not ask for any govcmmerit guarantee of iti issues. The 
CEA was composed of rull-dme member* appointed by the 


Government, but not represented or themselves aitting in ParlU- 
ment; and there Vi'aa^ in effect, no parJiamentary oontrol over its 
operatioits except when it ae^ed an extennon of its statutory 
powen. The London Passenger Transport Board was largely of 
the same type, except that a Couservative House of Conmions, m 
its fear of So^iam, took away from the Goverament the iwwcr 
of appointing its mcinbers, and debased instead an extraoTOmary 
system of “appointing irustccs”—with the practical cotisecjueoce 
that the Board became, to all intents and purposes, scif-coopting. 
In the pre-war Coal Commission, ivhich took over the manage¬ 
ment oithe coal resources when they were publicly acqmred, the 
precedent of the Central Electricity Board was followed, m prefer¬ 
ence to that of the L.PXB., even hy a Conservative Govcmitient* 
On the other hand, the Agricultural Marketing Boar^ set up to 
the ’thirties, whicii acquired in practice considerable functiotu of 
business management, were based on repr^ntattoti of priTOte 
producer and stood, under ilie Ministry of Agnculturc, which 
wsa responsible for thetn, for the s^gc conception of public 
operation Ibr private profit* Tlic Sritiah Broadcasting Corpora¬ 
tion, which has been omitted from the foregoing list as involvmg 
prohlcms of ftee speech and propaganda as well m of business 
organisation was founded on yet another boms, with part-time 
Governors appointed by the Government and without 
in Parliament, but with a general responsibility to the Prime 
Minister and through him to Parliament where questions ol 

public policy were concenicd. j ^ 

All th^ «pedients-the list of them could be prolonged^ 
mentbned here sa ahtAvii« that there was a ^ncml rea^boii of 

the unsuitableness of the Gvil Se^ce method ofcon^l for ^e 

conduct of business operations, but no dear view of the ngf« 
alternative to it. It was recqgniscd that the alternauve must be 
some form of public board or eor^tam, not subj^ to Qid 
Service rules, but it was not at ah dear such boards ought to 
be choKu, l ow they ought to be related to the exiting Ovil 
Service departments, to the Gove^ent, or to Parliament or 
under wha^nomic rules and principles, if any they ought to 
work. The various expedients adopted were all attempts in 
varying degrees, to alW for gr^tor elasticire than the Gii^ 
^cf syS^lowedt to le^ the valuable featores 
business administration, while getting o 
fcaturo; and to reconcile the ulimiatc lupretnocy of Parliament 
with the freedom of budness cnteqiiw- 
So much was matter of agreement; but there 
agreement over other issues. Socialists, and all who J^voured^a 



planned economyj were bound to insist on the need, not only for 
gmng to each public service a form of organkation suitable to its 
internal conditions, but abo for providing nicaiis of co-ordinating 
its ^s^orlc^ at the level of policy,, with that of other iodustriet and 
icrv'jces. Evidently^ if there \vum to be any sort of economic plan- 
ningi each separate board or commission could not lie suffcrcf! to 
go iu own way^ Lmcsp€?cdw of the effects on other industries and 
services, or on the public plan as a whole. Co-ordinatian would 
be needed, and could be secured only by making each board or 
commission responsible in matters of policy to the Government^ 
through the most appropriate department or Minister, while 
leaving each free to manage its pmidcuJar service in its own way 
within the limits set by ihe policy presented to tc, 

Anti-plajmers and upholders of private enteqarise, where they 
were driven to admit the ncsixssity of public or semi-public opera- 
tinn of a particular service, naturally took the oppedte line, llicir 
desire was to make the public board or corporation as like as 
posslbic toa priNUte business concern, and to pm-ent tlieGavcru- 
meat from having any control over it in maitcrs of poljqf and 
from usaug it as an instrument of any public economii: plan. They 
therdbre wished the members of the board or commissjon either 
not to be appoioced by the Government or, if appointed by it, to 
be irrtmov'able except for proved misconduct, and irresponable^ 
so as to be free to follow the market, and to operate the service 
AS if for profit, subject only to the condition that they should 
seek, not monopoly profits, but only reasonable profits such 
as a regime of open competition might have been expected to 
vielcL 

In practice, as long as Public Boards and Corporations 
remained relatwcly few, and there was no government economic 
plan, the question of DX>rditmtion did not often arise and each 
sepamte Board wus left iaigcly free to determine its own policy 
within the terms of its Act or Charter without much, or even any, 
government controL Obviously, howev-er^ this situation cannot 
continue to exist now that there is a Government committed to 
a policy of full employTTicnt, which, as we have seen, involves 
platming in accord^ee with a dditiite scheme of priorities in the 
use of capital and labour resomecs. Even if control by the 
Govmimcnt ii extended under such a plan to industries and 
strviM which remain in private hands, it will obviously be 
applied to a greater extent to those which are owtied and 
operated by public bodies. Planning involvca the co-ottlinaicd 
pubho regulation of the separate public agencies in chaige of 
partacular industries and serricesj and the co-ordinating fimctinn 
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eati be performed only by the Gwcmmefit itself, or by some 
econoDiic agency acting directly under its authority. 

Reprfsaiiatim fir Publk 

We can, then, laJtc as the first as&iutipdon for the forai and 
organisation of public enterprise tliat publicly operated indiu^cs 
and services will be in the hands of spedfic Puhlic CSorporations 
(or ftsards) acting under govcminent direciion In matters of high 
policy, bat themselves responsible for the conduct of their afibirt 
within this overriding condition. The Brat question that arbes is 
this—who are the membera of these Gorporationa to be^ and bow 
are they to be chosen? it seems dear that the CovcrnnicCLt must 
choose tlLcm* and must have the right, in the last resort, of 
replacing them; for how ebe is its control over policy to be 
assured? Tliis, however, leaves open the question whether the 
Government should choose whom it pleases, or should be guided 
by the principle of repmenting any particular groups or interest, 
which should be invited to suggest names. There are two broadly 
diBcrent types of choice possible—^witli, of course^ many inlcr- 
mediate varieties^ At one extreme u the represcntatiii'e board, 
made up of persons chosen on the nomination of various groups 
or interests—the worfecra and managers in the industry, the con- 
sumcTSi of its products^ local authoritiiSj government departi^nts, 
professional associations, and so on. At the other extreme is the 
nominated board, chosen simply on groimc^ of pcraonal smt- 
ability, without any element of representation or consul tation 
with any group. Something much nearer to the second than to 
the first of these models scemj to be clearly preferable, m more 
likely to yield a board whose members wil be able to pull 
together harmoniously, putting first the task of giving the pubhe 
good service^ and not regarding themselves as obliged each to put 
first the Haimt of the interest which he repents. A beard n^c 
Up of representatives of widely divergent intcresla could hardly 
be expected to be either efficient or a faithful servant of the 
genet^ interests of the people. 

The Qjiestim of GuUd Centrol 

No doubt, higher cDtcicncy might be secured from a board 
representing otilj^, or preponderiintl^f, a aii^le interest. At one 
time I strongly advocated that socialised mdustno should lie 
managed bv Guilds representing the various groups of persons 
engaged in them^managera, technicians and manual and 
administrative worfters-andcr the genend pobey coomI ofthc 
State. I did not suggest that such Guilds should control pnoes or 




production policy or tiicir members’' payj for such things dearly 
raiso generd issues which miiai be settled by repreicntativcs of 
the entire community. 1 drew a distinction bctviicen policy, which 
includes such matters^, and the actual management and tedmJcal 
control ofindustHal processes^ which 1 believed should be in the 
hands of the workers by hand and brain in each industry or 
icrvip. I still hold this view, hut not that It can be immediately 
applied. I think there must be, in the first instance, and to 
oiganise the transition, a Boaid for each industry, directly 
under the Stale, and consistii^ of pmons chesen for their personal 

competence and not as reprcscntativ'ea of any group or intemst_ 

tliQUgh of course this must not exclude the choice of men who 
have had actual experience, as workers, technicians or managers, 
in the uirdustjy^ concerned. I believe these Boards ^ould set out, 
as far as possible, to devolve resporuibility for the day-to-day 
running of their induscries on the workera actually engaged in die 
varioi^ tasl^ at every stage from the Individual workshop and 
establishment up to the regional unit and to the industry as a 
whole* In this wuy, I believe democratic industrial self- 
govcnunent can be ^dually achieved without the dangers of 
‘tyndicalist* control in the sectional interests of the producing 
groups. 

Su^ Bo^ds as arv here suggeated could, of course, be 
appoint^^ in consultation with any graupi or intcrats par¬ 
ticularly concerned, though not on their nomination* Wlmt is 
QScntiai is that the members of the Boards shall not be tom by 
conflicting loyalties as they arc bound to be if they are expected 
to act at once as rcproentatlvts of the public and of the special 
groups from which they come. 

Sr^itg tJti Plihtk CorputaHons 

The next big arises in connection with the staffing of 
■QciaUsed industries and services at the adminiscrative It 

was, I believe, a correct instinct that led to the staffing of the 
Central Electricity Board, the London Pa:aciiger Transport 
Board, and other TubUc Corporations not by Gml Scrvanti or 
under Gixil Service conditions of employment but by direct 
recrujtment and under eondidons more doscly rnsembbi^ those 
of private business. ITiis was easy enough when there Averc only 
a very few^ Corporations to be stafled: as their number increases 
certw probletm are bound to arise. It will become ncoe^ary^ in 
the interests of tfficie^ and opporturuty, tn facilitate transfer^ 
both from one Public Corporation to another and between 
Public Corporations and private businesses—and also 1 rhink 
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bct^v«n the Corporations and departments of the Civil Service 
and the locaJ government serviceSh Such tmnsferis will have to be 
made cas^' in both directions; and movement will have to become 
much more usual than it has been in the past both into and out 
of the public services as instill as bct^'ccn one branch of them and 
another This raises two iroportant problcmsi. In tlie first place^ 
it should be made as simple as possible for men to carry rights 
of pension from one job to another, and conditions of pension 
should therdbre be as far as po^ible assimi lated over all fields of 
cmpJoyinjcnt+ Secondly;^ payment Ibr work of the same standard 
must be made less tmccjual than it is to-day In different kinds of 
employment^ Tliis not so big a prohlctn as it may sound. 11 is 
not tniCj as many seem to supposoi that private business pajps^ in 
gcncml mii4>h higher salanes than are given in the public scr^'ices. 
Private business does offer very' much higher payments aj thi iopy 
but to the general run even of its managerial, adnidni^amt: and 
technical employees it certainly pays no more than similar persons 
get in die public services—If even as much , '^e problem iSj thenp 
mainly one of the very high rewards paid in industry to a very 
few people right at the top; and this could he dealt with by some 
scaling down in private business—-which is likely to occur in any 
case under public conlrol—and some scahng up m most branches 
of the pubbe service. 


Pensitms md S^atrify m tHt PuMk Strvkis 

The question of pension rights is closely teund up wt^ that of 
security of teniurt. If a man can leave hia job only at the cost of 
forfeiting valuable aocumuLitcd pension rights, he wdJ hesitate 
long before leaving it of his own free will, and there wdl be g^at 
reluctance to dismiss him even if he is ineffiejent or u^mtabJe. 
The more easily a man esm carry his pension rights vqm bmi, t^ 
easier will il be for him to m-m'e^or to be moved, Thts will be 
a very great advantage from the standpoint of the happiness and 
satiifaction of the persons concerned, as well as from that of 
efficiency* my, then, has so little been done to make pensjon 

rights traniferable? , , ^ ^ 

First, because employers are apt to regard the aocrtiitig right 
to a pension as a means of holding men whom they want to keep, 
against tht oiTcri of otlicr tniploycra to enga^ ihrra at hwhrr 
for more attiactive worlL Secondly, in the Civil 


against 

salaries 


Serwiw non-timisfemblc ji^ijsion right has 

operated as a safeguard against caption. If a puWic sc^l 
could easily transfeT to private employment, he might be icmp , 
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tn hope of a good ofler, to curry favour with buiiiiesi men wth 
whom he had official dealings. 

Solaria in Public and Piipate Ernfdojmenl 

Thij, indeed, U the greatest difficulty in the way of to and fro 
movement between the public services and private btuiness^ 
especially in victv of the much higher ]e%'cli of payment at or 
near the top in pro 5 t-ied(ifig business. It can hardly be d«^t 
with at alj completely except by an assimilation of salaries in the 
nvo fields, though a closer supervision of private burinns by the 
State is bound (o involve much more movement between them. 
Accordingly, the iusimilation is a matter of great importance. In 
practice, the lugb wartime levels of direct taxation on large 
incomes have considerably reduced the difTerences; and to the 
extent of their retention the sue of the problem will be per- 
manently reduced. It will, however, continue to exist until it is 
faced directly. 

Up to a point, it must be faced as soon as the State over 
any substantial number of industries or services hitherto in 
private hands. There will have to be salary-scales for these 
socialised services, and they will have to be related to the 
existing in private industry if the State is to get and keep the best 
men. Probably, many of the best men wUl be ready to serve the 
State for somewhat Jess money (with somewhat greater security^ 
than they could command in profit-making employment. Hut the 
diffirrences must not be too great, and accordingly, at the top, 
socialised industries will have to pay higher salaries than are at 
present paid to leading Civil Servers. This wUl certainly react in 
time on CSvil Service salary scales; and a new adjustment will 
gradually be reached, tvith rewards in both public and private 
employment corresponding to the incentives needed in the nmv 
Socialist, or scmJ-Sodalist, fomn of industrial society. 

ffiiED lo Aooid BttttaacTo/^ 

Given greater mobility in the public services and between these 
services and jmvate employment, it should be fully practicable to 
prevent Public Corporations from developing the familiar defects 
of bureaucracy, save to the extent to tvhich these are inescapable 
in any form of large organuation. In particular, it should be easy 
to avoid the thing that mote than any other makes for bureau¬ 
cracy in the Civil Sendee as it is—the tendency for tt to attract, 
because of the iwcurity it offers, a high proportion of the less enter¬ 
prising among the clever. It can, 1 thinfc, hardly be denied by 
anyone who knows the conditions that the administrative grades 
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of the Civil Service in the past tended to attract young 
people of this type- They have done so, became the Civil Service 
haa oflered them a socially secure bac^round for the cultivation 
of their personal intcit!:sts. They have been prepared to serve 
faithfulJy^ tvfthout corrupdon;, and with reasonable diligence the 
departments to wdiidi they have been assigned; but they have 
not, for the most part, found in their work any absorbing interest 
or stimuJuj to personal inidadve. This is partly because the 
hierarchy of tlie Civil Service usually giw^ the intelligent entrant 
to the higher grade very little responsibility during his early years 
of employment. Policy in the departments is In effect settli^ by 
a Very fesv; and the admlmstradvc Jobs done by the icst seldom 
call ror^ or even allow, any large exercise of Lmagiimtion or 
personal initiadve, cixcepC where a department has thrown out 
hnni its centre a considerable local and regional organisation. 
Where this haa happened, die oppommidcs are apt to be much 
greater for the junior men; and this ii one reason why the move¬ 
ment towards regional organisadon has been so strongly resented 
by the leading seniors in some of the departments. 

It would help a good deal towards cniar^g experience and 
stimulating imagination and inidadve If^ m particular^ there 
were much more frequent roovement from die national into the 
mnnicipal, and from the municipal into the nadonah service, 
ITiis would involve a oommon plan of rccrujtmctu and organisa¬ 
tion over the whole country* instead of the almost complete 
Icxialtnii that has prevailed in the past. 

A further question of great importance is that of the relations 
which should cadsi bet\veen public boards or corporations set up 
for the conduct of parUcuhir industries or services and the House 
of Commons* If the Corporations arc to be subject in matters of 
policy to government control—as they must be if thi^ are to be 
effccdvc Instruments of public economic planrung—"it is clear that 
Ministers w’tll have to ans^ver fur them in nirUamcnt. It would not 
fit i n well with this to put at the head of cadi beard a M^bcr of 
Parliament or even* as in the case of the Forest^ Commission, to 
have one parfiamentiiry mejnber to speak lor it in Parliaiiicnt- On 
the whole it is undeairobk ftn^ Farlimncnt to be dosely connected 
with the day-to-day adminiftratioti of socialised industries, or for 
M.Ps. to be able to catechise the managing boards about any and 
every issue, no matter how amhll or j^crsoaal, that may arise. 
There is, however, some thing to be said for the proposal that 
there should be Parliamentary Committees set up lo follow and 
advise upon the working of each of the main djepartmenEs; and 
these committees could be given the right to call before them 
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and to coitwlr with rep«actiUttivcs of the managing boards of the 
Ptiblic Corporations falling vdtbin their several fields. In ad^tion, 
the afiaiis of each Board or Corporation should be tlw subject of 
debate at least once a year in Parliament, or on one of its Standing 
Committees; and of course the policy plans for each such body 
should be included in the ‘Man-power Budget* or 'Economic 
Planning Budget’ which will need to be laid before Parliament 
year as an expression of the Covemment’s general economic 
policy* 

There seems to be no reason why a system of public enterprise 
organised dong the lines here propos^ should be open to the 
charge of bureaucracy, dwugh in the last rwrt the best safi^rf 
against bureaucracy is not mistrust of pubUc organisation but the 
presence among the people, including the potential bureaucrats, 
of a spirit of hope, adventurousness) and confidence in their 
country’s future. 
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CHAPTER VIII 


THE INSTITUTIONAL FRAMEWORK- AND 
THE CONDITIONS OF SOCIAL PROGRESS 

77ir PotHicni InstUutaiiu 

We may now rRTURN to what ivas said earlier about the 
three types of inititution which together mate up the fnmKpvorl 
of society. We described these three types » tie the 

economic, and the tociitiy and deEncd them, bneay, as including 
(«) the institutions of government, It^ as weU as imt^d. and 
the forms of association, such as pohtica]_ parties, directly con¬ 
nected with these institutions; (t) the »«ituUons of p^o^oii 
distribuEon and exchange, bduding such informal insotutions m 
the systems of property rights and IcK^ tenure, as well as the 
more personal insEtutions, such as joint stock comp^cs, Co- 
operatW Societies, Trade Unions, b^, t^, and financid 
a^nde, of many other kinds; (e) mstitutions not 
poUucal or economic, but em^yi^ ooncqitiom of 
Eon and belief, such as churches, educaoond and cultural b^ies 
and establishments, and. on the iinper»ial side, the 
of freedom of speech and writing and of 

customs, and th^cs ofeonduct rcgulaung everyday miercourw 

in a iddc variety of social relaEons- . 

The contmverey in which totabtarianmn and 
the poles arises in all three fieltb, but m somi^liat diff«ent^. 
In the sphcTC of economic insotutions it ^litres, as we have seen, 
round the quesEon of industrial owi^p and the direction^ 
economic ™Ecy. with which throughout the ™t section ^ 
have been^^ly concerned. In the sphere of poliOcal imutu- 
tions, it centres remnd the forms of government. 
social institutions round the fonm of as^tion, and the degrees 
of freedom to be accorded to them, and round the general issues 

interrupted and the found^itinna of liic ««al 
been ciSled into question, the 

ever its underlyirig nature, tends tojum ^ y on 'J^5 

the polMcnl ibriuitions wiEi which the formal task of shaping a 



new order a tp rest, Tim is so^ even tf the underlying ismds Pie 
really economic or social, rather than pollticii]; for, though Uie 
people can someilmes settle by direct acdon (epg. by seizing the 
land) how a fundamenLii] mue is to be determliiedp it is the 
political inatitutions that make the laws, iniduding the laws which 
decide their own fomi. The political process of law-making may 
be, in greater or lisser measure, really a registration of economic 
facts and relations; but until there exists a polidcal instrument 
and it makes laws gov'ertiing the essential rdadons, die liodety can 
have no assured basis for the cairying on of its day-tonjay aHklrs 
or for its dealings with other societies. Accordingly, in Europe and 
AsLa to-day^ wherever sodedes have been shaken to their roots, 
the first t^ is to get some sort of governing and legitlnting 
machinery into eflfeedve existence. This tnay he done either by 
reinstating the political institutions of the past, and then pro* 
ceeding to modify them, if they are deemed tq need modiiication, 
or by setting up a provisional regime to define the conditions and 
take the necessary steps for creating a new permanent form of 
political structure. 


Podiic^t Issu/j in th Post-wm Wurld 

Thus, as I write, wly in ic^47, in Holland, Norway and 
Denmark, the old polidc^ insdtutioi'ts have been put back as a 
preUminary to considering necessary changes. In Belgium tWs 
has been done, subject to the qualification that a King suspected 
of collaborationism has been replaced by a temporary Regent 
without any overt challenge to the institution trf monarchy, a* 
distinct Emm the past occupant of the throne. In France, there 
has been, up to a little while ago, a pmvldona] rigime, which 
wan in effect appealing to the people by plebiscite to say whe^cr 
it wished to regard the old, pre-Vichy, constitudon as sdU in 
force or to set up an entirely new Constituent Assembly in order 
lo make a fresh start. This provisioTial regime has been engaged 
as an outcome of the popular veitiict, in the difficult task of 
drafting a new Consdtution acceptable to the three great pardes 
which arc contending for the right to shape the new society. The 
nw Constitudon has been drafted and, after a first rebuff, 
approved; but Lt ia sLill being opposed by powerful forces headed 
by General dc Gaulle, and cannot yet lie regarded as resting on 
any secure foiindadotis. In Iiaiy, there is again a provisianal 
regime, within which lively disputes have been proceeding both 
over tlie issues of Monai^y ormu Republic-^tiow settled in 
favour of the Republic—and over the fbrm—still unsettled—that 
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Lf to be given to the politicai itmctiirc of the nevv' State, In Greece 
tile mme issues have been in queadonj but the royuliit pi» 
vidomiJ i^vcmndent at prc^it in power has been put iherei not 
by the Greeks, but inainly by Great Britain as a consequence of 
polices set on foot under Churchil], who both favqiiral Monarchy 
and regarded Greece as falling within the British sphere of in¬ 
fluence. In Buigaria, Roumani^ and Hungary ihm are pro¬ 
visional govcTTODcnts in cfTect set up and maintained by the 
Soviet Uninn^ and the cadre future of Utc poUtIcai struetore has 
still to be ftnally settled. In Poland, after a scruggie^ a Soviet- 
sponsored Provisional Govemmeat^ with some mo^fleatJuns, has 
successfully ousted from recognitigii^ as well as fixun power^ the 
old Government previously recognised in exik by Great Britain 
and the Gaited States, In Yugc^via, there is a Revolutionary 
Government, original ly based on an aceoimiiDda tion betvii'een the 
old Gowrumcnt and the nesv undturlcins set up by Marshal llto's 
army of liberation;, but noiv, since the removal of the King, 
exclusively dominated by the elements fa^'ourable to tlic Soviet 
Union, In Austria there is a dcmcMrratic Provisional Covcmiaeat, 
recognised bv the Soviet Union ti$ ti'ell as by Great Britain and 
the Unilcd States; but the entire shape and structure of the new 
State is still undetennined. In Spain* there is a Fascist Govern¬ 
ment still in powcfi challenged by a Republican Govierniiicnt 
which claiins to be the legitimate succe^r of the Govern¬ 
ment ousted in the civil w^r. Attempts to stir U,N,Oh into action 
against General Franco have ao far failed in face of Britiah as w'ell 
as of American reluctance to take any action that might an¬ 
tagonise Catholic sentiment. In Germany there is no Govern rnent 
at all, but only a Ibreign administraciDii set up by the victorious 
Paw'crs—or rather several admimstratioiM under imlitaty 
pices, hardly at all co-ordinated* in lace of sharp differences of 
policy between the occupying Powers^ by a central contiol council 
m Berlin. In December* 1946, agreement w-aa reached for some 
sort of merger between ihe Brilhh and American Zoncs^ but this 
was mainly for economic purposes, and did tw>t in any way settle 
what the new political system in Germany is to be, tn japan there 
is—I know not what; for the course of events since the Japanese 
surrender has been almost impossible to fobow without much 
more knowledge than I can daim to pcsssesa. All that can be said 
U that the Americans appear to have taken cxdiwive control in 
Japan to an oen greater estent than the Soviet Union has done 
in any part of Eastern Europe, and that the new JapancK Con¬ 
stitution, which leaves the Emperor at the head of the State and 
conserv'ativci in the main positionj of power and influences, li 
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dcfinildy Ainfifican-made. In China th^re U a cmiral Govern- 
mentt recognised by the United NatlarUi. but at loggerheads with 
a rivd Commumit r^mc in the north-wesimi provinceSp so that 
the country* di^ite the meeting of a nominated Comtituent 
Assembly (dommalcd by the Kuoi^taiig) in Decemi^, 
and the adoption of a new consutuiion, la in a sta te of civil war. 

In all these coimciieSp and in others which I lack space to 
mention, the future political structme la uncertain in varying 
degrees. In the West HoUand, I>enmark and Norway done seem 
to possess an assured political basil on which to teat their future^ 
so that there changes can be made conitiiutionally without neces¬ 
sarily raising any extra-constitutiond issues—though, of course 
even in these countries, such issuo may arisei and in die case of 
Holland there have already arisen very large mua in connection 
with the future of the Dutch colonial empire. 

Twq VtfHU of EcGmmk^p&liti^al Relations 
According to one nodon, which Is widely accepted in the 
oounlries which have developed under systems of p^lLamentary 
government, settling the political structune of sacjcly is one thing* 
and settling its economic structonc quite another. On the bam of 
I this notion* the correct procedure for a country which wishes to 

equip iticlf with a new^ set of inadrutioni ii first lo call into cxist-^ 
cncc some sort of Constituent Assembly* which will thereafter 
draw up a new conidtution, and only when that hni been done 
to revise its economic and scxdd institutions by the conslltutiond 
procedure of le^lation. To the leaden ofopinjon in the parlla- 
, mentary countricip or to most of them, it seems right and natural 

I that such a Constituent Assembly should be elected by universal* 

’ or at least by manhood* suffiige^ and that there should be 

poUucal parties, repnaenting widely dilTercnt political optnlonSj 
I to nominate candidates and to carry on propaganda before the 

declioo. It also seems right and natural that the Constituent 
^ Assembly should be made up of the successful party nominees; and 

I shouid settle by majority voting what the structure of the new 

I State is lo be. ^Vhile these thifg^ are being done* it aceim right 

i and natiiitd on the assumption of parliamentarian democracy that 

: the e3d5ting economic and social institutions, whate^'er they are* 

I should continue in operadonp and should be taken as valid for 

I the time being, though of course the pmics are to be quite fixe 

lo call their expediency into question with a view to their future 
amendment by the approved methods of iegulation.. The only 
. qualification admitted seems to be that, when a country has 

* been under Fascist control* it is thou^t right to cLiminait 
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Fascist influences {which are, however, variously defined) 
before proceeding to consult the people about the form of the 
new State. How this is to be done withotil to some extent pre* 
judeing the future economic structure does not appear at aU 
clearly. In practice, it is always a matter for dilfiJtcncc of opinion 
whether it is more important to make a holocaust of Fasc^ 
influences or to leave them partly in being in order to avoid 

upsetting the enutinuity of economic Ufc. ,, 

Obviously, no Soviet political leader would think of matters in 
this way. In the Soviet philosophy, political itutitu^ns 
derived fiom economic institutiotiJ, and the firet q^ion to be 
settled is the baris of the future economic order. Wlien this hM 
been decided, the appropriate political instituiions to go with it 
can be readUy devised. To settle the political structure ^t, and 
the cconomie structure later, is to put the cart before the horse- 

It follows that Soviet thought hy no meam t^es ai natur^ the 
creation of the new poUtical instnimenta by a (>nsbtucnt 
Assembly representing all the conflicting opimomi of the atizcns 
on a bJis of party, or elected after a eampai^ m 
political party [except those which are regarded ^ definitely 
F^t) h» tieri allowed equal freedom to its viei^. In 

Soviet philosophy the creation of the new s<^ fnmmwk is a 
rcvoluJoanry act, beginning with the & esub^ment of 
a new order which mnst at once be effective m both the 
economic and the political field-and. also, at any rate to a con* 
siderable extent, m^e social field. The processes ofecon^ic and 
social transformation cannot be aflow'^ “ di7 HiaI 

be carried through promptly, m nfnt 

foundation for the new pobotal orderi As 
Assembly, if it is to exist at afl it must be so chosen a ui^tak^ 
ably to reflect the coasequenees of ttw economic r^olution. It 
murf stand in aU csseSs for the‘dictatorship of the daa or 
classes which the revolution has brought to power, and m^t 
uot aU the citizen m ihctr mdiv^^ 
primarily the forces responsible for the esiabUshment of the new 

order. 

Tiieo Firaif of Eipopnon Rftonstnic^n 

It is no wonder if. oa the morrow of victory in Europe, the 
United Nations fiiiled to s« t^c to w about <J«: 
establishing ■demncrocy' ia the iberoteJ and 
which needed to find a new institutional baais for their 
Ufc^V^rn a cmmtry was occupied by the S«-iei Union, to 
usually arose in it a Government which stood for a new economic 




as wcii aa Ibr a acw MliUcal 3t.njcture| wlictcM in the counlricv 
occupied by Great Britain njid tht United Statci^ or s-ubjcct 
miiinly to their influenfit^ the attempt was made to dcaJ with the 
problems oT reorganiBailon, apart from measures aioied dirtctly 
at Fascism, in pureJy poiiiicai terms, leaving the economic issuei 
to be adjusted later, when the new political inidtudoTis could get 
to work upon them. The poJitkkiiw of the Wirst wre apt to regard 
Sonnet behaviour as simply aiming at the settbig up of Govern* 
merits which could be relied on to follow the lead of the So'^det 
Union and to keep their countries within the Soviet 'sphere of 
influence'; whereas &3viet opinion regarded the policy of the 
Western powers as simply an attempt to restore capit^km by 
setting up parliamcntiuy institations without any change in the 
economic foundation on whidi they would necessarily be based. 
Up to a point, each side was right alx^ut die pracdeal effect of 
the other’s policy, though not about the modvi^ belimd it^ If 
Soviet Gcft*enimcntSp reflecting a basic change in the economic 
order, could be set up and securely entrenched in Eastern 
Europe, they would naturally gravitate towards the Soviet Union, 
as their nc^ neighbour and the main focus of Soviet power* If 
parliamentary Governments could be set up in the West, and the 
economic order be left unchai:igcd until they had pmnounced 
upon it| such Governments would naturally gravitatjc tow^ards 
Great firitain and America. But this was not the only season why 
the Soviet Union favoured one sort of new Government, and 
Great Britain and America another. To each aide, the choice 
whieh it made seemed right and natural, as according with it* 
own conceptions and traditions of social organisation. 

In fact, of course, the Soviet Union did not set up Soviet 
Govemments in the areas which it occupied, or encourage the 
setting up of such Govemments by its own supporter* in thcK 
areas* Stalin did not at all iiVish to provoke a direct conflict on 
this bsue among the United Nations. He compromued by setting 
up GovcmmerttJi of a provisional character which did not rest 
c^tetisJbly on a dictatorship of the rtvoluiionary forces or on a 
complete change in the economic order, but were in feet so 
weighted aa to ensure Communist preponderance, while allowing 
some latitude to other parties not too fer removed from die Com* 
munist attitude for oollaboradon to be possible. In the meandme, 
under provisional regimes, mainly repraentative of the foroo of 
revnltition, the proccasci of economic change could in fact be 
pushed rorwnrd, so lia to prov^ide the necessary conditions Cbr a 
radically neiv political sTnicturc. In Poland, in order to Mure 
recognilion Ibr the Moscow-sponsored Covemment and the 
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Lioujdatbii of the old Govieramenl ppcwously accepted by the 
Western pou’trs, the Russians were compelled to go furtlicr imd 
to call back to office some of the leaders of the old parties ^ but 
these reinstated leaden can hardly be hav-ing an enjoyable time- 
In Czechoslovakia they had to go further stilb and to stccept a 
Government formed mninly on the western model—^aifer its 
leaders had given assurances that they would cordial y cooperate 
with die Soviet Union, lliese concessions were necessa^ in order 
to prevent a definite niptnnc between the Soviet Union and its 
Allies; but they did not, where they were made, evoke a willing" 
nos on the part of Great Britain to make parallel cgnocadons in 
Greece or^ on the part of cither Great Britain or the United 
States^ a willingness to accept as adequate the concessions made 
by the Soviet Union in Bulgaria^ Roujimiuai and Hungary. 


7 m Vuws iff Dfmicrdgf 

It is of the first importance for the buildit^ of good inter* 
national relations to understand that these differences were not 
simply due to the desire of the Soviet Union to eirtcnd its sphere 
of influence in Eastern and Southern Eurape^ or to the desire of 
America and Great Britain {cither under the Churchill Coalition 
or under the succeeding Latx^ur Govemment) to make the world 
safe for capitalism. They arose out of a real difftrenoe of opinion 
about the nature of democracy and the forma of political organisa¬ 
tion ttrquired to uphold democratic principles* The conception of 
democracy which is very widely hdd in Great Britain and the 
United States takes for granted tlir separability of constitutionBl 
from economic iisuca and the posubili'^ of consti^cting a demo¬ 
cratic political instnimcni through w-hich the decisions about the 
economic structure of society are to be made- Indeed, a great 
many people in both countries regard democracy os an ahnost 
exclusively politit^ conception* and have no hesiution in blink¬ 
ing of their sodcucs as ‘democratk" to the full extent to which 
their political institutiolu are based on a popular franchise, so 
that the whole people takes part in choosing its Government- 
According to this view, the nature of economic iclations in society 
is something quite apart from the problem of democracy]: and 
democracy is fully consistent with the existence of the widest 
differences in wealth* mcomc, and ccunomic status. T^is ia a 
common English goveming-dass of democracy—it is fw 
example the sense in which Winston Churchill appears habitually 
to use the word. In the United Smtes* it is perhaps more common 
to regard democracy as lundamcntally nrithcr a politii^^ nor an 
economic concept, but as in eiserwK sociaJ, and to claim that 






American Inatitutiorvs are democtatk bccai^ 

assumption thai one m.tn ii as good as anotiier^ 

himself better or worse in the actuaf business of bfc. Th^, 

Americans are apt to regard as *^rW 

that a poor man may become a millionaire, and to ^ turprt^ 
at the idea that the existence of milbonaircs should be regarded 
as contrary to dcniocmlic principles, ^ j - 

Both these attitudes, the American and the Brinm, stand in 
sharp contrast to the Soviet attitude. But diey mmc into eonflic 
vdth It in somewhat different ways. The .^encans we dispi^d 
to thint that what mattcis most fa the otablishmcm of conditioto 
of Tree enterprise’ in the sphere of busing and that, given diii. 
the rlghi political and soda! systems wU he ^ to follow. 
British are^ore disposed to put Erst the establishment of a free 
Parliament,' with a Government d^ndmg upon it, and to 
believe dial, gfa-en thfa, the powers of production wdl infalliblij 
jret oraatiised according to the people's will. Frw enterpiw, 
however, requires a Govemmcnl to maintain it and to regulate 
the ofoperty relations on wliich it depends. The Americans tb^ 
fore pr^in practice for the kind of political settlement t^t di^ 
think most likely to support a Tree eutcrprisc' system; and this, in 
the existing condition of Europe, leads them to back ppxlm* 
mentarisni against any sort of sovietism or semi-sovietisra. In 
practice then, the American and British attttudcs to poliUcaJ 
questions tend to be the same, and to conflict *hBi]3ly with the 

attitude of the Soviet Union. . , . t. 

How lar has thfa confrontation of forces been changed as the 
result of Labour’s electoral victory in Great Britain? Not much; 
for, though the British Labour leaden recognise the need for 
economic as well as for political democracy, they also rt^rd 
th em as two separate things and not, hke the Soviet leaders, as 
fundamentally one and the - British Labour regards political 
fl{;niocnicy l>oth ^ end in ituclf And sd. mstrurnc'ht to Ik 
used in winning economic democracy: it docs not instinctiwly 
regard economic democracy as the means of achieving political 
democracy or as the only foundation on which political or 
s Qffa l democracy can be built, A British Labour Govermaent, no 
doubt, differs from a Conservative Government in having no pre¬ 
dilection for monarchies as against republics In conUnciiw 
Europe; but it has shown just as strong a predilection as the 
Conservatives in favour of parliamentary institutions. Tree’ elec¬ 
tions, and the morc-than-one-pwty system as against the single- 
party system in force in the Soviet Union. Accordingly, however 
^« r>i Air. Byrnes and Mr, Bevin differed from other as 
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wdl a» from the Soviet Union about the bat ectmoinic baw for 
European ircotun ruction p they tended to agree about the pohueal 

h agj<i _ 

The events qT the pMt year sn Europe have aU too clcarJy 
revealed the scrioniji danger that tht very viiiblc cl^vam of 
opinion bctweai the Soviet Union and iu Western aJli« about 
die poLUicai reset tletneni of Emope will not be mended by the 
advent of a Labouj Government in Great Britaiifiir As Long as the 
issues remain political—that is, centre on forms of government— 
Great Britain and the United States will tend to take one line, 
and the Soviet Union another. But to the extent to which the 
issues shift—as they have not yet done—from poLilies to 
nomics, a different orientation may tend to appearp with die 
United Scatty doing its level hot to restore -^pitaJist enterprise 
and Great Britain aligned with the Soviet Ufiion on uie side of 
Socialism. It Tolb^^'s that those vrho hope for a dose unity in 
action between Great Britain and the Soviet Union will wish to 
f« the economic Uaucs come uppen^t, whereas those who put 
their faith in Anglo-American unity will insh to keep the 
political issues in the leading pbce. 


Tttw Vitws cf Socidism 

Yet the problem is less simple ilian the pr^ir® para^plis 
mate it appear, because British Labour and theJwviet Union 
stand, as we have seen in an earlier cliapler, for dincrcnt conup> 
lions ofSodftlism. British Labour is aiming at a kind orh^idism 
Uiat can be developed on the basis of parliamentary institutions, 
the more-than-onc-party system, and an almost complete freed™ 
for anybody, and any party, to advocate ^y^mg they like, llie 
Russians, Wely for historical reasons whicli I have attempted to 
analyse, hav^ hitherto rofused to beUmc m the i^ibility of this 
kind of Socialism, which has seem^ to them to mvo vc a denial 
ofthederis-ntive nature of political imhtutioiM and of the pnmacy 
ofeconumic forces. Consequently, wher^r Acre a^ tn Europe 
a keen tension of economic forces, the Russians will tend to look 
for a way out through social revoluuon, myolvirig a simultaneous 
tronsfor^ation of economic and puliti^ insUtutious whe^ 
Britisli Labour will tend to aim primarily at a pohiical tolution, 
both in the belief that democracy me^ parhameniai^ ^ 
that parliameiiLarisin id tbcrcfoit: nght m i^ifp and m the ho^ 
that the establishment of a democratic Parliament will clear the 
way for economic measures of democratic SociaUsm. ... 

I have argued already that neither of these attitudes » right 
under all condi tions. There will certainly anse. at any rate ui the 



countrlo which have no stptitig tradition of parJhiiTtciiitarygovern- 
tnentf situations in which a purely politJoaJ solution is quite 
impracticable^ eidicr because no solid basis for a parliamentary 
majority can be found or because^ even where such a basis appears 
to exists the parties composLng die majority have no siifficicnt hold 
upon the real forces of the oountrj' to enable them to jmp^ 
order, ^flic aame ditE culdea may arise even in counttriei which 
liave a parjiaineacary tradition, hTantagonisms have become ver>' 
aliarpi for pajlmmentary democracy is based on the assumption 
that the opposition ^ilJ accept, or at any rate wiU not positi^^ly 
revolt against, the Govemment^s measures, os lo^g as there is a 
parliamentary majority behind themn Where these conditions arc 
absent, or where politicai parties are weak, there may be no w-ny 
out on a purely politica] planCi and some sort of soci^ revolution 
may be the onTy practicable policy. But British Labour will* 

I think, be very reluctant to accept this ncccssit)^ even where 
it eimts. 

The Russians, on the other hand, will tend to believe, always 
and cverywherej that there is no way of ad^'ancing towards 
Socialiam except by social revolution. They will not, however, for 
that reason press everywhere for it. Their policy, as far os can be 
seen at thb stage, wUJ be one of caution—which wUl ohen took 
very like sheer obstruction—and of refusal to m'-erinx their 
strength, which has been strained to the utmost, and will take 
some time to rebuild. They will doubtless urKe on the forces of 
social revolution where they feel strong enougn to do so without 
invoUing thenudves in a really senous quamd with America and 
Great Briiain; but elsewhere they will tend to follow a policy 
which Wcatem Specialists will not find easy to understand. Hold¬ 
ing, os they do, that SocinMsm is essentialiy a matter of the 
underlying economic system, they will not regard as really 
Socialist any Labour or Social Democratic Govenunents that may 
be in office in countries in which the economic order has not been 
radically transfonnedK They will accordingly show such Govern¬ 
ments no particular favour as against capitalist Governments^ 
Indeed, they may even, in some circumstances, prefer capitaUst 
Gov^emments, which ^ey will regard as more really rtpre* 
sentadve of their coimtries and as leas likely to suffer from the 
•conimdictions* which will beset any Governments which attempt 
to pursue socialistic policies in an economic environment of 
capitolisni. 

I have stated these dangers stmngty, because i believe the best 
chance of o^^rcoming them Is not to ignore them, but to faoe 
them ftankly. There is in tlie Britbli Labour movement and in 
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the Labour movTincnts ofaJl the Western muntriej a keen dcfltre 
to be on good terms with the Soviet U niOn, and to jom hands 
witli it in the rcjetticaient of ivorld afiTaiis. Tim widespread 
feeling will be a strong brake on an^ section whidi attempti to 
insist on the general applicability of its nouons oiparlianicnteTy 
democracy to the Bsient of quarrelling with the Soviet Utuon. 
But more than a brake is needed; for it b a question of ^tiw 
coUaboration and not merely of avoiding an open quatrel. 

Real collaboration involves a change of attitude on botli sides. 
It involves convincing the Russians, b>' practical demonstration, 
that it is possible in Western Europe to m^e a advsrace 
towards Socialism by parliamentary methods. Tha Bntiah 
Labour now has the chance of doing, and the good or it 

makes of its chance will be of vital importa^ not only for Great 
Britain but, still more, for the world as a whole, and moie imme¬ 
diately for all Europe. In addition, it mvolra comoncing the 
British Government and its sup^iten that Mrhament^ 
democracy is not the only kind of democrat^, and that par^- 
mentary institutions are not ni^nly suitable or workable 
everywhere and under all conditions* 

Social Imtitulions and Soctal Ckan^c , , . ... 

So far, 1 have tried to state the case entiraSy in ^iti^ 

economic tenm; but 

of institution, which earUer m this 

order to distinguish it liom the ^ 

Soda! institutions, in thb sense, are all those whwh 
neither of the machinery of government nor of gnomic 
frameivork of sodety, but act as focusing points for other kinj 
of loyalty and self-expresdon. They mdude, as we raw, the 
rdigiSs life of society, save wbera it is mcor|»ratcd m the 
Winery of government; the life of i^iaoora. 

eacept thL: iSSh are mainly pobtical or economic; and the 
whole peohood ^ p.ivo.erideot 
in insttmHoni isuch as freedom or 

'Fhey include, too, the edocauanaJ a^ culit^ insotunons of Ac 
sodL, its ar^ang^ent for organised lecraation and^^^t 
and Si soda! sScations and alignments m sudi aspects of 
them as are not predominandy «pT«stons of ctnrent 
ro««. The^ n.e™ehy i. 

The riiffiwtece bet„e=» CM ^ ^2^1 „ 3a 

and between Eastern and West^^ Eorop^is 

Km, for caample, a« a long way apart; and again the 


portly on tiuti^ry ond partly oa a divcrgciice of philosophic 
bdJcfs. The Russiorw have been used to an inquifitoriaJ cund 
intolerant State; and to a eDnsSdcrable cjitcnt their revolution has 
inherited these qualities* doe of set purpo^p but because they had 
become part of the established basia of living. A police engaged in 
espionage causes no such revuidon of frebng in the Soviet Onion 
as It would here; there b no such sentiment as we have against the 
State’s ofhciab opening private letters or studying private bank 
accounts. Restriedons on trawl are not resented as they would be 
if they were mai ntiuned here in time of peace* Tlieit: is no strongly 
entrenched sentiment, such as we take for granted^ in favour of 

g rivacy for a man^s personal doings. On llic odier hand« the 
.ussiaits w'ill idJ you that the ordinary citizen in the Soviet Union 
has much more freedom than the ordinary woi 4 cr in a capltaiist 
country because the asuntry b his and he has no fear of losing hb 
place in it; and they will contend In addition diat he has a keener 
senic of personal freedom because of the feeling of liberatjon 
which has been aroused in him by the revolution and by hb sense 
of positive collaboration with hb fellows In the coftstmedve task 
of consolidating and completing its achievements. 


British and Souitt Idias af Friedom 

From the standpoint that b common in Great Britain, it seems 
dtendhil that a man should not be free to say what he Hkca about 
tlic Government witliin extremely wide limits; to hold and express 
what vicwi he pleases about nearly anything {though not when 
hb doing so may be held by a magbtraie or judge to threaten a 
breach of the pca«); to consort ^th whom he likes, without 
regard to their pobtlad or economic opinions; to associate with 
others, in any grouping they dioosc to form, for any purpox not 
contrary to law* wi^out asking anybody's leave; and to complain 
as much as be likes, without being accused of sabotage or treasouj 
or of any other offence against society. Of cotuse, not even wcD-to- 
do Englishmen can in fact do all these things without restriction 
even m time of peace; and IcaH welhto^do Englishmen can do less 
of them than the wiclI-toHdo. But, to a large extent, the English¬ 
man has coiM to regard these liberties as part of his i>Lrthright, 
whereas the Russian has nol^ either under CKurdom or under 
the Soviet system. 

Tlic dislike which b felt in Great Britain, by Labour leaders as 
well as by many others, for Russian methot^ Ls based as much on 
the refusal of these social liberties as on polidcat or economic 
differences. Of course, many of these liberties have a political or 
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economic* as well as a social^ aapcet. Freedoni ofspcecJi and of 
EkJSOciatiDn are iK^th political aj wcD as social liberUcs, and are 
also closely related to tbc economic side of Ule- But tbey appearj 
and have their importance^ cn^er the whole fidd_of Uv^g ^ and not 
only in political and economic connecdons* For the Kussiansj 
ho\vcvcr. «x;ial as wdJ as political phenomena are ^Bcxiona of 
the underlyiTW economic rdaiions; and the c fleet of thp p 
soplucai doctnne is to bring every ride of life mlo cotm^uon with 
the economico-polilical structure. In the early days of the Russian 
Revolution* ^hi’^ led to cunoiis extravagance* inch as theattcinpt 
to interpret every work of an and every achievement of Mcntt or 
learning in economic terms, Tlie dialeeti^ method^ h _ to 
cmbra« everything; and. not eonient with Dndmg 
intcrpreiations evtry^vhere, the ivould-bc orthodox thwrisi of the 
Soviet tvstem in its xdoicscence tried to make everything bear m 
economic interpretation. TTioae days are pJi<t; smd a picture y 
Van Gogh no longer mm the ri^ of app^ng m a Soviel^i- 
bitioii labelled as an example of 

But the feeling that the whole of a man’s ^e is bound up with his 
economic status as a producer persists, and rettifwjM the P^5_ 
Mguments which lead to restrictions on person^ liberty of speech 
and assocliition in the interests of public security. 


Is ttu $owt Toia/itorMia-^ 

In ihU sense, the Soviet system docs jjossjss totahtar^^^ae- 
teristics. But the totalitarian elc^nt m it « “* 

origin and intention from tolalitanani^ m its 
There is in Russia no exaltation of ^e State as 
superior to the cidxeus. and distinct from them “ 
of Uie higher values. The Soviet State exists for itt atjzcits. not 
they for ft. It exists for them, however, collecavely rather th^ 
individually t for they are thought of, not as so mny separate indi¬ 
viduals, eaS with iL own different needs and desires, 
in the mass, as a number of human bei^ wh^ base needs am 
much the same, and who trill on the 

the same ways, and together, rather than by f ^ 

seoarate bent This is an attitude commonly found among 

rSdv Siaveioples; for sodolt^lsare agrerf that stresson 

separate indivkiiiall^ comes at a iktrly 

tiM. It is pardy because the Russian are 

who have ^e^ed with startbng suddenness 

immaturity, buT have been unable to dianp ihetr 

as they have changed their machmes, that ey avc 





swallow the dosKonccpts of Marxism so completely. It is, Jiow- 
ever, iJso true that Utey could hardly have succeeded to eon- 
soUdating their revolutionary victory unless they had been able 
to perform this feat 

Tht Gtittiis nf Britisk Lihtt&t 

For surely it must be admitted that the freedoms which 1 listed 
a page or two bads as the Englishmaa's idea of hia birthright not 
only cannot be nreserved intact in a social revolution, which 
involves a radical transformadon of society, but are exceedingly 
powerful prcvcndtiio of such revolution wherever they tsasl. It 
will be very dilHcuJt for Great Britain to have a social revolution, 
as Jong at they remain as the sociaJ practice of the eouniry and are 
accepted by men on both sides as governing the terms ofeon' 
troversy in both word and deed; but it is no Jess true that they 
can be the social practice and be thus accepted only because and 
as long as there exists a real sense of unity among the people, tran¬ 
scending polidcal and economic diflerences. The rrecdoms we 
rcclon on and value in Great Britain are not independent of our 
political and cconoinic rclalions, or their cause. T^ey are rallier 
the product of a long process of political and economic develop¬ 
ment, which has served to consohdate them to a degree unknown 
in any other large country. They were thus achieved and 
a part of the British way of life largely because of five events, or 
senes of events, winch are peculiar to our national history. 

(i) England, for reasons which it would'take too long to 
expLain, emerged from absolute monarchy Into an aristocratie 
system in which the aristocracy did not form a closed class, but 
mingled with, and recruited itself frpra, the devclopiiig 
plutocracy of commerce. ^ 

(») Because of this admbrture of aristocracy and plutocracy, 
the governing classes, when the tune came, did not stand out 
^amst admiiting to a share in power the new plutocracy of 
mdi^try created by the Industrial Revolution; inst^, a 
rection of the old governing class took the lead in posang the 
Reform Act of i 8 m, w'hich admitted the nciv' plutocracy to a 
share in making the laws, and to social recognition as a new 
recruit to the governing class. 

*** ‘finality,* as most Whigs hoped there 
could, about the settlement of > 832 , because the industrial and 
commercial middle classes, having been ttcognised as Junior 
patters in the State, were bound to seek a further widening of 
the fianchise m order to strengthen their hold on the State 
288 


againii th^ old arbtocmcy and ^he ekcnedls which It had moire 
compktdy absorbed into itself. As long its Chartism seemed to 
threaten the basis of the social orderp thr (ears of the new 
plutocracy caused them to side widi the old governing class in 
resisting further demoeraiisation of the State; but as soon m the 
working clas^^ sharing in the greater pirsspcrity made possible 
by Britain'^s long technical lead in die world market^ gave up 
making reV'oluticrLary noLtes^ the upper jccdon of skilled 
workers ivaa brought within the drde of recognised citizenship 
by the Reform Act of iBG?. 

(4) These numerous new reemitsp howev^cTp could not be 
abk^rbed into the governing ciau asj to a large cxtenti the 
industrial plutocracy had been absorbed. There w-ere too 
many of tiiem; and tbclr economic status was too differetit. 
Accordinglyp they in turn became a force making for further 
dcmocmiiiadon of the political machine^ both Because they 
pressed for it directly and because the Conservatives hoped 
that the further extension of the franchise would bring in a 
section of the people—the agricultural and viUag< workers— 
leas radical in opinion and more amenable to pressure from its 
tradkional feud^ superiors. Accord! nglyi tlie Reform Act of 
1BS4 extended the franchise to almost the whole male tvorking 
class^ witit consequences which p in practice^ hdd back fur the 
tiinn, instead of advancing^ the progitss of demoaracy^ and 

E lac^ British politics for a while on a basis struggle less 
ctwHeen rich and poor than betiveen rival upper- and nuddJe- 
dass factions, each with a popular folloiving. Modem Britbh 
Socialism aro^ mainly as a revolt against this tendency to 
shape party poliUci along lines remote horn the fundamental 
economic issues; and^ to the extent to which Socialism captured 
the allegiance of the working classes, ihc ecofioraic issues came 
back into politics, but came back in a form which reflected the 
intervening relaxation of class tensions and did not involve an 
abrogation of the oompromising; tendencies of British political 
liie. 

(5) The process of political dcmoci^tisatioii was continued in 
later measures of parliamciitary reform | including the enfran- 
chbement of women, which at first acted as a conservative 
forccp though not for long. The total cGcct was gradually to 
admit more and more of the people m a sharep not only in 
making the laws, but also in forms of social treedom which had 
been originally the prerogative of aristocracy, but had to be 
extended step by step to new sections of pqpidatLott ^ they 
were given a share in political power. British social history was 
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tbiif, like British poLiticaJ hLstor)^, a process of gradiial democ- 
mdsation of whal ivere at the outset essentially anstocralk 
institutiqns. Re%'olutjom usually abolish privileges: Bridsli 
reforms luivc demDcraLised tlKin instead. 

This thumbnail history of Great Britain's political and social 
development has a very un-Marxist appeanmee; but it is fully 
consistent widi a predominantly economic interpremtion of 
histo^^^ It is^ on the other hand^ enttrdy Inconsistent \sith the 
dogma that every rising da^ mint destroy the State made by its 
predecessor and set about making a brand-new State in its own 
imagCK The British State has been repeatedly transformed from 
one dasS'basis to anodter ^vithouc being destroyed or replaced- It 
has been adapted to serve difTcrent sets of masters^but alwily's by 
the addJtipn of neiv maftei? without the expubion of the old; and 
because it has been adapted instead of being cieatroycdj its 
traditions of Intemai liberty^ originally confined to the few^ have 
been largely transferred with ii^ and have been abb to grow into 
a tradition of personal heedonip^ not merdy for aristocrats^ but for 
ordinary people ais well* albeit nut to the same extent- This has 
happened* despite the fact that Great Britain has remained 
economically an oligarchy* economic power having been trans- 
ferred by successive changes not Jhim the few to the many* but 
only from the very few to tfic few. Tf the economic Jhetora had been 
atw'ayi the dominant tactors in determining the nature of poll deal 
and social Institutions, amt had atwtQfi deUmtned than ox to proda£* 
idirttk^ ^icts in aii thre^ fields^ this could not have happened. It isi 
howitvcr* quite possible for the economic Ibrces to produce one set 
of effects in the economic field* and others in the political and 
social fields^ and this is precisely what* in conjimctlon with otlicr 
facturs* they have done in Great Brjtain- 

Ths ConditiaiLS of Jtrithh Libertm 
Now, I personally hold that the Britoli achievement in the 
field of personal liberty b a great thing. It b a great thibg for men 
to be able to difftr without flying at one another's throats; to feel 
assurance enough in the foundations of their way of living not to 
wish to permute ev-e^one who criticises it; to conduct elections 
with a practical certainty that the baUoi will be really secret and 
the votes counted fairly; to have freed themselves enough from 
the instincts of the herd not to regard nonconfomiity, or e\^ii 
eccentricity* as a crime; to consort socially with their political and 
ccoDomic opponents without quaireiling or embarrassment; and 
even to recognise that diver 3 ky of views and tastes adds a desirable 
richuc^ to living. All these arc very good things indeed* and 
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brm , I hope* m this cciuntry, a pari of every decent man’s oon- 
Krption of Utopia—of course in vtjry mtidi mem: developed fomis 
han those in which we possess them now. 

The trouble is thot, outside Utopia, these bleadngs cannot be 
iad Without certain other thxugs. that may, in some drcunistanccs^ 
[jc actual and very serious disadv'nnuges. They imply a stability 
in the foundatiDns of society and an absence of tension In social 
aflairs. They impJy that enneat problems can be solved^ if not by 
agreement^ at any rate in such a way that tho^ W'ho disagree vsill 
be prepared to accept tl^e accomplished lact, and wfll seek only to 
modify the cffccu of changes they dwiike, and not wholly to undo 
them. They produce admirable results wherever the ticis squa^ 
with these implications. If, hcnvcvrri the political or economic 
structure is in fact sciiouaJy out of adjusimcai to Uie situations 
which need lo be faced^ the very habit of mutual acoommodation 
may stand badly in the way of the necessary changes being made^ 
It may cause vita] prohlcma to be evaded, instead of aitacked, 
because of the sltarp difftrenccs to whidii flJiy attempt to dc^ 
with them courageously would give rise, and it may engender^ in 
those who have grown tip in it, a sheer incapacity to recpgmse 
a real emergency when it arises. 

Conditions of emergency are the real test of a people s capaafy 
to achievE mutual tolerance and recognition of one anoincr s 
rights witliout losing thdr power of courageous action. In any 
society, the spirit of accommodation has its breaking poinu: mere 
arc some things that some of the nation will not accept wathout an 
attempt to rebel, if they feel that rebellion siands a chance ol 
success^ If cLrcumslanccs arise in w'htch some ot th™ thmgS 
be done in order to bring the social stnjcturic into harmony wiUi 
the needs of the time, and if the dements hostile to them ore 
strong enough, civil war ensues^ and dvil i^van, when they do 
come, are apt to be even more bestial ^an vrars between the 
armies of rival nations. Even so, the previous oostcncc m a l^h 
degree of the spirit of liberty and mutual forbearance will tend o 
make dvil conflict Ira bestial tlian it would have been otherwi^; 
and this will U well, pn>vidrdonly thni it does not w weaken the 
wU! or the upholders or democracy as to ptiraiyse ih^r action m 
the moment of crisL*. That this n«d not happen is a fur^mental 
part of the social democratic Ihiths that it can happen, the history 
of socbil democradc parties shows all too plainly* 

Forms qf PartiamtnUsrism astd 

There is, moreover, another danger. The spirit of mutual 
tolerance and accommodatiDn finds its natnfal expression in a 
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‘more-than-onfr-party' fystcm of govern mcdt. Wheir tliere are* by 
uadiLian^ only tiivo main particaj dianging places from time to 
time as Government and Oppoaitionj each party is bound to be 
made up of a number of ssiddy different elements. In Great 
BHt fdni it b part of the polltkaL tuition that one of these partiefl 
should be* in general, moire 'progreaaive* than the other, though 
both uuiy coniain both progressive and reactionary elements. In 
the United States this lias not been so, maiTily because of the 
absence both of an hereditaij aristocracy to form the nucleus of 
a conicrvalivc party and ot a politically united worldpg-class 
movement to form the nucleus of a progressive party. There has 
been^ accordingly^ a distributidn of progressive and oonservative 
dements in both parties; for the one clearly articulaie class, Uic 
capitalist employersj did not need to fnnn a single party machine^ 
having neither a landed aristocracy nor an oiganiscd proletariat 
to contend w^ith for the poasessjon of poww. Hie American partita, 
therefore Iiave stood leas for consistent policies Uian as vessels into 
svbich, from dme to time, particuhir policies could Ijc poured; 
and American political opinJoo has express^ itaclf as a con¬ 
tinuous force rather tiirough pressure groups acting upon both 
parties than in the parii« ihemselves. The effect of this is much 
more conservative than that of the British two-part^' system; for 
it puts the meat formidable obstiicle} in the way of any general 
change of atnictuie or poUcy^ as distinct Iroin particular rcforttw. 
In Older to achieve any real tranafnmiation of American society, 
it wotild be necessary for the radkal force* to throw- tbetr entire 
weight on the side cif one of the tw^o parties, to capture ii com¬ 
pletely, and to convert it into an Itistmmertt of a coimstcnt policy 
unamenable to any presai^ groups except those on the radical 
side, lliis, as recent Anierican history ihoivs^ is a feat beyond the 
strength of the radicals imtU they have further consolidated and 
reinforced their influence in the economic field—and it may take 
another convulsion as unsettling as Uiat of the early "thirties to 
make this even possible. 

Hie British tw'o-party jystim puts no such formidable political 
obstacles in die way of radical change^ If there b any parlia- 
meniary system through which a profound strucLural ^angc in 
society- can be achieved without social revolution, the British 
system seems the UkelieatH But even in Great Britain the obstacles 
arc big enough—a Home of Lofds still posset of dangerous 
powen oT delay, a background pmver of monarchy of whidi the 
limits, in a real emergency, arc adll unknown, and a Ic^ and 
judicial ilructurc heavily weighted, by precedent even more than 
by personahty, on the cotuervarive side. 
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Thf Casi ageinsi Ckfolittofis md Prt^puTti&nal R^pruirtiaU^ 

The obstacles are pinch mole ferrmciablc where parlia'- 
mentarkm has taken shape, not in a ti-vo-party system, hut in a 
system of many parties, each more homogeneous but i™ 
inclusive. It is seldom pDsnble^ where this many-par^ jptcin 
exists^ to £nd any basis foi' goverament i!xccpt m a coalition ^ and 
coalitions are weak^ exccpi; when they are gKen iimty by the 
necessities of war* less bcoiusc their leaders aifTer than becauM 
they afford no eflecrive raliyii^-point ibr the enthustasm of ineir 
followers. The policy they follow is nobody's policy, and 
no common bond of orgai^d loyalty to make it anyhow s 
policy. Coalitions are therefore Angularly ilbfittcdp ^ 

leaders avoid quarreUlngt to cany through deep broad 
changes in social structure which cad for active and 
operation on the part of large numbers of the p«5ple. They are 
ustially timid, not only because they cannoi agr^, but even more 
because they cannot rely on this bold and loyal co^peratjom 
The system of Proportional R^tesentauon, ^ud«l in many 
qtraricrs as the perfect expression of the ^int of po i 
democracy, and tnstaHed b many countries m the natw ofdOTO- 
cratie parliamentary government, « the inost ^culatc o 
systcim to lead to the continual necessity of (^ition, and there- 
tvith to timid and ineffective government. The only assumption 
on which it could possibly be justified is that, as mort pwpie ^ 
fairly contented with most things as they are, only 
are needed, and even these can best he brought a^ui by a pro^ 
of compromise. On this showing, weaknew m a 
merit, and a safeguard of liberty i a strong f 

even if it has thclupport of a majority: any imposttion «f 
is ‘dictation,* unles nearly everybody agrM to «- 
might work well in Utopia, if Uicqjia would only smy p«t-^^at«, 
if the conditions of its Wg Utopia were not subject 
It is the most dUaxtrous of all ihcones of government 
societies are laced widt the need radically to 
their institutions in order to render them cotnpa 
coTiditioni of n shifting envirtinintnt. 

in DisumUd Sdeitim , . 

Tl,e underlying assumption of Proportion^ Represen^u and 
of the mSa% system to ivhich it fends support » that ^ 

gnural change is necaed in the *T.nH*of inch 

that such clWcs as may be needed wdl be 

, ui bfeapabfe of being tS^lhe 

;,n th/- arrc^inutiihed fact. It iitic tnat 


a nature ns u. .-- « r v. a 

consent, at any rate in the accomplian^d 
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many-pa.rty fiystcro can cdat^ and can be fostered, by where 
these condiLioiLS arc absent. A icoiuitry may be hj divided into a 
niiinbcr of ooniLictiiag groups and sections os to be incapable of 
working constructix^cly as a unit* or of rallying evt-n a temporary 
majority behind any substantial measures of refoim. This is most 
llkdy to liappcn where a Stale is made up of a number of separate 
national groups, not voLimtarily but by corapubory union under 
a single donmuonj and it reaches its hc%ht where religious differ¬ 
ences are also present and cut across national or racial groupings^ 
Where there exist side by aide ck«s parties^ national parties, 
nadonal sectarian parties* and perhap other combi nations, Uic 
art of government is bound to resolve itKlf into a sort of juggling* 
and no fundamental issue can be sucocnsfully £^ced unless most of 
the groLipA are relatively imimportaiat, and one or two of them arc 
in practice strong enough to dominate the course of aiTairs. F*R. 
is cxccpdonally unsuitable for societies of this kind, unless their 
differences arc really secondary, and are underlain by a general 
sentiment in Javour of unity. Indeed* sodetira which are divided 
in this complex way and lack tills underlying sendment arc not 
really societies at alJ^ except by forccj and are incapable of being 
well governed under any system. 

Tta SocinI Ffnindations of P^lianxntisjy Got^enunmt 

Even where two parties prepondcratCi as in Great Britain and 
the United States* the insLiLiitions of parliamentary government 
can work eiTectivdy only as long as tlicrc exists a large mcanim of 
practical agreement about the basis of foetal relations. The parlia¬ 
mentary method impUca that, even if ginrral changes are to be 
attempted in thii basis, they will be introduced and discussed 
pkamealj and not ad at once. It linphes a brake on the pace of 
change* the power of tliis brake depending on the fonns of parlia- 
mentaiy' procedure* which determine how many major bills ca n 
be got duough Parliament in anv given space of time—say* the 
normal p<uiod betivccn general elrcdonsy It implies further that* 
though a party desiring lo speed up the pace of legislation may 
modify parliamentary procedure with this cod in view* the 
essendaJ character of Parliament as an ag^cy for pubbe debate 
on all new departures involving imy question of principle ivill not 
be altered* Free* though not unlimited, debate is of die very 
essence of Parliarncrtt; and only the simulacrum, not the sub- 
■[ance, of parliamcnurijjii can exist without it* e.g. in the 
Rcklistag in Nazi Cermnny. 

Now, debate* m any mal meaning of the word* can proceed 
only on commcin assumptions ^ Oration and counter-oration can 


of course- be made under any condtUons—even under thcac in 
which every speaker h inaudible because of the cLim-our set up by 
his apponents^ Debaic cannot be lieUJ except when each Mde is 
prepared not inerely td listen but also to pay some attention^ to 
what the other says. One cannot, hotvever^ pay inch 
unless one has at any mtc something in common with me other 
aide. BKtisb parliamentary debate has lieen^ on the whole» a real 
process Ijccausc there lias been a good deal in common on winst 
issues and at moat times between the disputani^. The Irish 
Nationalists were a factor which the Piirliamenls of the tunctee ntn 
Century could never assimilate precisely because this condition 

was laddcig. ^ ^ j i. *■ 

Tlie common basis is plain cnougti w'hcn Parham^tis dcw^tig 
a Factory Bill, a measui'e of social insuraucej or die Budget, l here 
may be strong disagreemcnisj but it is, in these day?, a^ootnnioii 
oa^umpdon that there must be Eictory Iqjislation, soaal inmr- 
ance, ami a budget not utterly difTcreJit from those of previom 
yearsH It is not so easy to see, but it Ls neycrthelca t™e, t^x the 
commoii basis exists even when the question is whether tlic c - 
mines or the Bank pf England should be nationalised. I He 
opponents of such measuies do not and cannot for the most pa 
prockum on principle that nothing ever ought to be natto^ued; 
for they have themselves quite recently nationalised the wholesale 
distribution of electric current, the London paiseng** transport 
services, broadcastinig, and the owncrsliip of the co^ 
ir these things, why not others? The qucsuoti thcref^ iKCOtncs 
finally one of expediency and not of principle *or the tones, ewn 
if they start wiin a strong bias againil naliona^tton; and it »s 
also a matter of expediency for Swalists, who do not propose o 
nationalise everything, c\ en if they start with a bias in favour, 
I know that both side* are apt to find this an irritating way of 
stating the poaition; but that doe* not mean Aat it a 

Suppodngqijitca number ofindustnahad been nat.on:^._ 
each after ^liamcntary debate, how diffcr™i wodd the of 
the British ^ple be? In my view they would be but 

their wayn of living would not nccc^rily be alter™ y 

fiindamcntai respecl and there would not 1* 

great change iiTSTdass^tructure of Bn^h society Tltc tenden^ 
would, rSl sure, be towtirds both fdli^ blif 

higher production, and more even 
if we ^e. as we should «mpensat,on 
ownen, no dramatic process of d»pOM«aon 
Nor^nld it, even if nationalisation wj« 

industries, and taxation were deliberately used both to reduce the 



real v:iluc uneumcd (and to a \c^ extent oflai^e earned) 

incomes and lo emt dovim the posanbilities of inheritance of large 
(bmincs. There would be a gradual advance towards equalit^p 
and inequality ^vould come to represent increasingly difference in 
service and decreaaingly diflerence in pOjsseasiDits; hiit there would 
be nothing that would enforoe a sudden and large change in social 
habits on any conaidcrablc section of British society, 

Tm Kijids of Sodsi Rmtution 

This is precisely what the Rmsians have in mind when they 
refuse to recognise such gradual processes of change as having 
anything really m common with Socialism. For them^ Socialism 
did mean a sudden and radical transformation of the very founda¬ 
tions of living, not only for one dass^ but for alL It tore the old 
social order up by the roDis and replaced it by another. Even bO| 
it did not of course utterly eradicate the old; for^ aa we have sceiip 
much of the present of tlie Soviet Union involves forces and hahits 
taken over £k>m its pa^t and altered rather In their applications 
than tn their fundamental character. But the uprooting was com¬ 
prehensive enough to compel nearly everyone to live a radically 
different kind of life—even the peasants, when the delayed pro¬ 
cesses of a^cultural collectivisation had been carried into effect. 

Tlie social rcvnlution in Russia had to mean this, because the 
life of every cLoss in the old Russian society was fbndamentally 
unsadsfpng. Russia needed a comprehenii^'^ change in In enture 
basis of living. But does Great Britain^ and do most of the 
'Western democracies/ need sndi a chmge? The answer, I think, 
w dearly that they do not. The economic changes needed in them 
are large^ and involve quite exieitme social ttiisfortnations* but 
they are not of such a nature as to require the British or other 
"Western democratic" peoples to tear their habits up by the roots 
and set out to make for themselves an utterly new way of life. 

Let me try to illuatrate what I mean. A SocklLat Britain would 
make an end of slums and overcrowding^ but the new settlements 
which it would create would not be so very different from those in 
which the better-off workers already livc^ It would make an end 
of the traditional great ^country houses" and 'town mansions/ as 
private residences for the ridi; but the places to which their dis¬ 
placed inliabitanti would move wuuld be much like houses 
already inhabited by the TiKjority of "gentlefolk/ It would raise 
the rmnimum standard of living for the pcKjr; but it would not, 
because it could not, Jt above a level at which a lor^ part 
of the population, including many workers, is already living. It 
would not involve any' great change in dreaa^ or in behaviour of 
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the tnctiibcri of one class to those of another in public placet^ 
because in the^ respects greal changes in the direcdoo of assimi- 
lation rtnd cquiility oave already ocettnedp In shorty it '^'ould not 
greatly alter the general pattern of bvingt cscepi Isy rMing the 
average level and climinatitig the extremes It Vionld invoh'e a 
great levelling-np in the fle^ of education and culture, and 
therewith miich greater cqtiality of opportunity irrEpcclive of 
ftoda) origltuif but this diangc, though immense^ would not upset 
the basis of sdcicty^ but wnuld rather help to ease the traiaition. 
The Ru&^dans tiavc Jbund it hard to realise that Western 
Europe,, as far as it has been eflectively parhamciitansedj neither 
needs nor can possibly have n social evolution in the all- 
embracing Russian sense, because a oonsiderahk pfoporlion of 
its peoples already enjoy in substantial manner many of me 
social advantages which, in Russia, only comprehensive soem 
revolution could have brought about. 1 do not mean that the 
Western peoples enjoy aU of these ad^'antages, or enough of th™ 
they have, or that their enjoyment is not marred by other 
elements tn West European society: i do mean that the fact that 
these societies are ^capitalists docs not imply that tlicy arc ulterly 
evU, or that their inhabitants have not progressed^ 


ThM Socid of GfTMKwjp 

The Russian Ihilure lo appreeiaie this has been the more 
natural because right In the heart of Europe there has setj 
up to 1945, a country advanced in economic and social tech-^ 
niqud and possessing many of the appearances of parltamentaiy 
democracy (until 1933, w‘hen they ^verc viDlently swept 
which has nevertheless never for a moment really accept™ the 
implications of parliomcntarinn^ Germany, up to 1910, was 
plainly not a democracy of any *or4 but a mne^ realm ot 
autocracy, militarial aristocracy, and capitalist unpctialisirij usmg 
certain parliamentary-democratic instruments, but conc^mg to 
them no real power, and mamtaining socially a way of life which 
was fundamentally antagonistic to democracy IVlmmentar^ 
is fully consistent with the existence of dass^istmc^ons and of 
economic and social privilege^ but it is, in its modm foim, mcoti- 
dstenc with rojti as a dominant force m social life, Germany s 
system up lo loiB was essentially a mif system—almve jdl m 
Pnima, which had not even the shadow of denio^uc puUncol 
Lnsdtutioiw that existed m the federal ^cm of the 
whole. After iQiS the Germans suddenly went over to a h^hJy 
democratic political constitution^ but the leaden of e e 
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Revolution did this, with no at temp L at all lo destroy the ccorjonuc 
and ju>cial (bundatjans of the caste system in German UTc. From 
1918 to T933 the political infttituiions of Germany were in flat 
contradict Jon both to the ccDnamit inititutiorui and to the char¬ 
acter of social life. Thai^ of qouitCj was why they were so easily 
overthrown. Germany in tgtB needed a social as well aa a 
poli tical revolution I but the German SodaliaU» themselves under 
the spell of the caste system, shrank back Grom the attempt to 
overthrow it. The junkcj^ vvere left in undisputed possession of 
the great estates;: the Rachswehr was allowed to continue the 
traditions of the Imperial Army; reactionary judges and civil 
ofliclals were left in office; the great imperialist tndtutrialisti 
retained all their pow-erp and itvere even allowed to strengthen tt 
during the poat-^woT inflation^ 'riicne woa no social revolution in 
Gcrmmyj though social revolution was plainly needed* The 
Russian policy of the ^twentiesp aunlng at world revolution, W'aa 
really aimed primarily at bringing al^ut in Gcmiany the sodoJ 
revolution that had failed to happen in 1918- 
Germany did need a social revtiludon. But there would have 
been no need for the Germau Revolution, had it taken pLacc, to 
be nearly so compreheusivc as the Russian Revolution had to be 
hi order to achiev^e success. For the revolution which Germany 
did nccdj owr and above tlie politicah was sodoJ ratlicr than 
economic, in the sense that its economic aims cotild have been 
achieved if the social system, including certain economie factors 
in it, had been radic^lv changed. What was needed was a 
thorough eradication of the caste systeuii which tvas not by any 
means exclusively economic in its lOOts, A break-up of the army 
Caste, and the creation of a new democratic army; a break-up of 
the old caste of Judges and civil officials, and its replacement by 
a democratJc |eg^ and adminiitrative controlling machine— 
these were fully as important as the desttuctlqn of the great junker 
estates and the curbing of the powers of large-scale capitalism 
with its gigantie trusts, AB these things could have been done 
without any such change in the ways of living of the main body 
of the German people as was involved for the peoples affected in 
the Russian RevolutioHj for the simple leosoo that Germanyj 
being an industrial countpf, had been compelled to concede to 
its wage- and salary-earning classes general conditions of living 
not vastly different from those: which existed in the parliamentary- 
democratic countries. The ordinary German would not have had 
greatly to change his daily habits in order to achieve all the social 
revolution that was required; but he would have Imd to enforee 
a very great change of habits on a considerable, iuduential, proud 
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and tough uiinority^ whicli v^’OuM havip fought bitterly agaimt 

the -11 

'Fhus Genrutny stood* and contiiuifd to slaiici up to Hitlers 
victory I in an intermediate pwition between Russia and t^ 
Wc 3 tcm parliamentary counlri& Its c^su stnictuie resemble 
Russians, and ealJcd for Russian measures of Utjuidation; 
pclitkal itructurct especially in Prussia, called for ainularly drastic 
change; its economic aituation was a mixture of Eastern mo 
W estern elements, calling for drastic destruction of some parts but 
otdy for reform of others; and the wajf of 

people were much more like the ways of the West than Iwe ine 
Russian ways* ^Tie Russians saw the rcscmblaiices to their own 
situatiottp and ignored the di^^e^ence3^ the German Social Demo¬ 
crats saw the resemblances to the West, and tried to build ufKjn 
them, ignoring the Eastern qualities in the Geirnan system, which 

compassed thetr ignominious collapse, 

This midivay position of Germany has been, tkro^hout the 
period since tqiS^ the great barrier against mutud unde«tanmi^ 
Iwnvxcn the Soviet Union and the Soaalists of the W«lr The 
danger is that it may become so again; but the undfriyiiig wn- 
dilions have been w radically altcTTO by Nazisrt that the proWem 
no longer exists In its old form* Germany to-cLiy stand in 
need, not merely of the kind of re%"olutioo it needed and aid 
not get in iqiB, but of a compreherwivc ch^e m its natio^ 
habits of Livuio. Nor k there any question of Germany car^g 
out such a revoluLbu as U now needs unaided, or by comtitutiomd 
means; for there is no constitution, and the future institutions of 
the Reich are recognised as being a matter for dctermuialion by 
the German people only within conditions laid dow-n by the 
United Nations. 

'TTtt Fowiddtiofi^ Jbf 3 JVktc Gfnndiiy 

The danEer therefore taia a new form—that of rival attempu 
by the So^ct Union and the Western countries 
German insthudoia on the pattern of th^ oiw, Ira by 

German needs than by their own concepuons of what is good for 
themselves and therefore, they suppose, for others. It is, Iiowcvct, 
sufficiently clear frero what 1 have written ^re^j; that there is, 
and can be for some time to e™ie. t«^ Geirony 

for a parliamentary regime; for there i* -w ^f common idps 

and h^iB on which debate can rest and the businea pfh^r^ 
proceed smoothly whUe the nceessa^ institutions are being 
up. The Soviet si-stem, with iB single party as 
of a eompreheniive revoluiionari- creed, has great advantage- 

399 


over parliamentaHstd m this respect. It rcijuirci nn common basis 
of accommoda.lion* such os pjAriianicritaLrinti prcsiippoKs: it does 
not praiced by the method of free debate; and its pace of change 
h not subject to the brake of parluLmcntapf dbciisabn and enact¬ 
ment. Instead, it seeks only a suffinmi basis of agreement—-that is 
to say, agreement zmiong enoogh people to make their will 
effccm^c—about the general policy to be pursued; and it usa this 
sufficient power to suppress hostile groups and opmioru^ without 
any save purely tactical attempu at concLUatioa. Debate it 
tolerates only within the strict Limits of what is cahed "democratic 
centralism/ under which a matter may be discussed ad tih. as long 
as the parly machiue regards it as an open qucstinn^ but debate 
must dose down, or be restricted simply to detailed mcaiUf as 
noon as the appropriaw line of policy has been authoritatively 
setiled- 

However much such a proo^ure mav be regarded in the Wot 
as fundamentally undemocratic, something very much like it is, 
1 thinks going to be mdiipensablc m bulLdbg up the Institutions 
of the new Germany* It may be poaalble to endow Germany with 
a shadowy form ofparEamentarism and w'lth all the apparatus of 
free debate, as long as Germany is not really seir^goveming, but 
is aetiiig under foreign orders, so that debates turn not on rival 
policies but only on rival ways of occcuting pollciea prescribed 
from outside. It b conce:ivable that, under very wise external 
supervision, these subordinate institutions of debate and fulfil¬ 
ment might develop in the German people the qualities of unity 
and mutual acdommodation needea for the working of a real 
parlUmcntary-democrario system* But, for this to happen, the 
w^isdom of the foreign ruleix would have to be vc^ great—and it 
is not easy to expect great wisdom from a condominium of Powers 
w^hich are themselves in profound disagreement about the road 
to political salvation- 


iTify Impftriaitc^ qf tftf Social Facias 
Tlie only real foundation for a successful handling of the 
German problem is a recognition that the nature of social revolu¬ 
tion is not one and the same for ^ery country* Irrespective of its 
past and of its present sm.te, but dHfers according to me charamer 
not only of its economic or political but also of its soda! institu¬ 
tions. In all three spheres, the nature and extent of the tnml- 
fomiation that is called for may differ from country to country; 
and the extent and character of ihc jociai changes that are needw 
are matters ol' the most profound importance in determining the 
strategy of the radical groups and parties* For it is sodal, ratho' 
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than pcHdcal, of even poonomic, change t^t coils ufjon nicn to 
change their mo9t deeply ixjotcd habiis of living, and in doing so 
sen up the most far-reaching psychoiogical rtactiona. It a never 
wise to prai for any more change in the sodd fpundaMi^^ aa 
diatincl from the poUucal and econonuc foutb^tions, of \wm 
than is really necessary in order to achieve basic ends, pn^i»y 
because of the strength and intractability of the ps^ologic 
reactions that such diangcs call into play. The 
change may be so great that these risks have to k Jacwj u 
happy are the ooimtrka i^hich need not face th™ in their more 
formidable shapes. It is fitul to refuse to face the danger vi^hen 
the dominant sociaL tbrcia arc of such a nature as to make nay _ 
political and economic changes unless thc^ are destroyed^ but i 
IS necosary to rccagnise as an inescapable truth that the issues 
cannot in such cLrcumataucca he foced by parhaitiOTlary means 
or i^ithout resort to highly authoritarian methods of government. 


4 


301 





PART THREE 

THE CHANCE OF A JOB 








CHAPTER I 


EMPLOYMENT AND MIGRATION 


Tt^is PART OP MY BOOK d-EiJs With a qucsdod which not 
one of ua^ whatever our poaitiona and proapcctSi can aflford not to 
iifideraland^ nnleaa wc are prepared inertly to taJec what cooic^ 
to ii3j without My attempt to play a part in shaping the conr^ of 
cventi. i have called it TM Ckm^^ of fl Jo^* because the chMce, 
whoever you arts, of being able to enjoy a secure and decent living 
depends not only on your -own prowtsa and will to give of your 
bt^U but also on the degree of skill and common sense with vrhich 
the affairs of the whole community—and indeed of the whole 
world—arc organised and manag^. The most skilled and indi^ 
trious shipwright or cotton operative or coal miner ‘wm not saved 
after the Imi war horn the ruin of his household and hb happinss 
if the shipyard or the miU or mine on which his livelihood and 
that of his fieighhoiirs depended was closed down and there was 
no other employer at hand who wanted his sennera. Even men of 
high technical training or oiganising capaci ty were le^t to 
the streets if there happened to be a surpiusj m relation 
shrunken demandp of Aetr particular type of expertness, 
eodur^ thbp after the last war^ with all the misery that Jt pUaucdj 
hut their children, I hope and believe, %vill not be minded to 
endure the same thing over again. They wtU not be content 
merely to say that it seems absurd that men and womM should 
be left to rot in idleness when the product of their labour ts pla^y 
needed: they wiH insist on aedan to prevent this. But what acooo? 
They must know ihe appropriate mcasiireSp at any rote in outline, 
in Older to demand them with effect ^ and that outline knowlce^ 
—and no more—it ia die purpose of this section to as far 
as it Es concerned with the maintenance of what is called nowa¬ 
days Tull Employment," and used m be called *Thc Bight to 
Work,* 

What are conremed aboui all through these sretions. I take 
it, is the great question of richts and poverty, of om wlIecM 
power to create wealth in abundan« and to get jt distributed in 
better proportion to human ncedSp. and of the best practical tvays 
of orgiiisuig these things so a* to avoid both ^le and 
direction of effort. We want to gel nd of unemptoyroent and to 
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manage our industries and our commoti services better, in order 
both to have a bigger cake to divide and to divide it in nich a 
way that no one shall go short of the plain requisites of decent 
living. We want this for ourselves but not for ourselves only; for 
it is also, 1 hope, part of our purpw to put an end, as far as we 
can, to the dire poverty which is still the lot of the greater part of 
mankind, and to the disturbing insecurity w'hich besets many 
even of those whose normal incomes place them well above the 
basic ‘poverty line.* We are coming to understand that we cannot 
hope to have security or property lor ourselves, unless we set out, 
to the beat of our powers, to help other peoples to win them too. 


Tkt Scourge of Untnipityrnmt 

This discu.'Hion bc^ns with the problem of emplofmira^ not 
because employment u an end, but because hitherto unempfofrneta 
has been a cause both of acute suffering for those out of work and 
of an appalling waste of the means of creating w^lth in a world 
still ridden by pwerty- Uneniplo>'mcnt is a &ajicr not only for 
those who expwience it, but for us all. It means lowering the 
standards of living of those who are employed in order to provide 
for the maintenance of those who are not. It means krepng the 
world as a whole, and every country in which it eabts oo any 
substantial scale, unnecessarily poor; and the existence of unem¬ 
ployment in one country breeds imcmpbymcnt in others, 
the whole world is bou nd together by the economic bonds of trade 
and exchange. Where one country, becauiie of unemployment at 
home, cuts down its imports, workers in the exporting industries 
and occupations of other countries are throw'D out of w'ork. In 
January, 1933, when the Great Depression of theinter-wor period 
had reached its woist, the Iniematjonal Labour Office reckoned 
that, in the nineteen European countries about which it had some 
information, there were about f3,6c»,DOo persons out of work, or 
more than one out of every five persons covered by the rctunu. 
The industry of the world was thus, in *932-3, Ruling to use at 
least one-fifih of its normal productive power. In the United 
States, industrial production Wl off, between 1929 and 1032 by 
nevly half; in Germany by about the same; and even in G™t 
Britain, which fared better than most countries, by ty per cent 
No wonder ^cre had to be a ‘New Deal’ in America; no wonder^ 
in default of a new deal by tlic former rulers of Gcmany the 
Naris were pushed into power; no wonder, all over the world, 
there was unrest that prepared the way for war. 
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^OmciaUd' in Cpaxftfrki 

Nor did the industiM cduntrits stand alone- Thwc was dUtrcss 
at least as great tn the coun tries which live mainly by agncultura 
pmductioa. Large farmers usually tocel a depr^aon m much me 
same way as indmtrial cmployen—by discharging ™rkcrs. nut 
a large pan of the earth’s surface is farmed^ not by capitalist 
farmers^ but by smaU Emoers or peasantSp who employ utile or no 
hired Labour. Wlicn things go wrong witli them, to a 

decline in the demand for their produce, the chief result is not 
unemploymentr for the small farmer cannot sack himaclf or hu 
family. He and his rettmn on the land, but suffer a devastating 
faU of income- 'Hiey do not appear in the utiemployincnt stauaura 
of any country; for they are not unemployed^ in the sense in wmcti 
the word is ordinarily used. They remain crowded on the land- 
even where it cannot offer them the means of d^ent living. ay 
more, their numbers arc often added to at su^ tii^ by the back¬ 
flow of members of peasant households who had left the 
the touma and return to live off the land somehow when town 
industries turn them away in times of trade depression, n 
bad limcs^ the pcasaut farmer, where he can, laha to MUng is 
crop instead ofselling it, and defaiJis on his debts. But many 
small farmers and peasants produce crops which they cannot con¬ 
sume therrtsclvcs--cottcin, or sugar-beet, or wool, 
and even where ihey can coimimc what have 
are left without money to buy other things that ih^ n 
in many cases liable to be tum^ out of ihcir holdings w en cy 
foil to meet their creditors* daiins. . 

If ihc peasant cannot buy, the mdustnalurt ^ 

The pov^t^f former* and peasants reacts on the towns, where 
erapl^m t^scharge more workers and t:ut down producu^^bt 
and ledt. Urban unemployment and ruc^ 

and must do so as long as a gr^t part ^‘be^rld 
of otchanges between agricultoml products and mamiiatlured 

^cn tbb is not (he end. In normal tim^ there is, in dc^loping 
counS^ltontiniious shift of workers 
occuparions. The faster a countiT m 

the iSore rapidly can it induce the 

must be employ^ in producing pnmary product.' Of course, 
this may nai happen in a particular country which specialises on 

durdbuimg ether icrvioc*. 



producing primary producif for export, ibougb even in such 
countries it usuaJly happens to some inttenL Over the world as a 
whole it is bound to Iiappcnj because^ os total mtomc per head of 
population rises, a smaller proportion of income is span on food, 
and more on manufactures and on services, such as distribution, 
doctoring, education, amusements and travels Accordinj^ly, in 
normal times, developing countria provide an oudei tor the 
increasing populations of their rural areas in the towns; or, when 
this does not occur on a sulEcient scale within a single counlryt 
there is migration to countries in which productivity is higher and 
openings exist for more labour than is available from the native 
population. 

During the period of economic calamity between the two XVorld 
Wars, mdusmal devciopment was slowed down over a Large part 
of the world, and in many areas migration almost ceased. During 
the decade from spoi to 1910 tlie United Stales wiis receiving 
immigrants at the rate of nearly 9cx>,ooo a year, of whom over 
8cx>,doo came from Europe, Even in the 19^0^1 total immigradon 
into the United States w-^as siilL rumiing at the rate of nearly half 
a million a year. But in the 1930's, during and after the Great 
Depression, total immigration averaged under 50,000 a y-ear, and 
was almost wholly off^t by cmignittunL of alieiUi returning to their 
own countries. Much the lamc thing happened dsewh^c^ 
Canada, Australia^ New^ Zeahmd all ceased to rcceiv'e immi- 
grants in appreciable numbers. Even in the Aigemine the 
number of immigrants fell from 140,000 in 1929 tn an average of 
^1^000 in the 1950'*^ Emigrants from Poland numbcml 1243^000 
in 1929, but averaged only 64,000 a year in the ’thirties, Emi¬ 
grants from Italy FelJ from 150,000 to So^ooo. Thttc are gross 
tntals, which were largely onset by the numbers of returning 
immigrants. For the yean from 193® ^936 Poland bad a totm 

outward balance of under 20,000, and Italy of 73,000, or 4,000 
and 15,000 A year. The only country still receiving immigranES 
On any considerable scale in the ^thirties was the Union of Sou th 
Africa, with an average of well over 100,000 a year* Great 
Britain, which sent out a net balance of 76,000 emigrants in 1929, 
was receivitig an annual net balance of immigranls of over 40,000 
between 1931 and 1937P 

ITiis is a dramatic reversal of earlier trends* During the 
hundred >'ean from to tgao over 33 milliou people immi¬ 
grated into the United States alone, and nearly 30 millions of 
them come from Europei In the decade ipot—lo, the last befbro 
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the first World War, the Urtited States alone was receiving 
annually 315,000 immigtaiits &om Austria'Kung^^i 305,000 
from IiaJy, 159,000 from Russia, 53,000 from Groat Bn^o, ova- 
50^000 from Scajiduiavia, and about 34^000 each from uemMy 
and Ireland, Only this ounvard movement of populaUon made it 
passible for the economically backward areas of Europe to c^rry 
on without disaster wiih their primitiye methods of 
In a sense^ it was the poMihility of emigration that enabled ^bem 
to endure their primitivcdess- Without it, they would have had 
cither to find the means of industrial dcvdopmenl or to accept 
a fkUing standard of life. When, after the fct World Har, 
ou dels lor surplus popiilation^^—auiplns, that i^ 
methods of production—were closed* standards of livu^ did 
If we arc to regard it as unlikdy that migration from Europe on 
anything like the pre-igin-f scale will be resumed, we must 
up our minds that the raising of iignculturd standai^ and me 
development of tndustrial production in the backward ^ucitri«, 
not only in Europe but all over the worlds are the only aJtcmative 
it is permiSMble to contemplate. The other alternative* me swee^ 
ing dear of ^cse oountria by infant mortabty* Mtilmce and 
war* we have no right to contemplate at aU. There has been 
enough of it since 1939 to give xis fair warning of what it is bound 
iQ mean. 

The right to nwvc is ™c thing which, to the Wlest atmt lO 
which it can be made oompatiblt with the uitcraal nc^ of each 
country, wc must endeavour to bring back to the world. But me 
_ w flf \fnAt eniuil imoortance. we 



foreiblv ED uproot populatmn* from districti in wWch 
have c^«ayed and to transfer them dsewhert against their vfM. 
Wc are seeing to-day what imincnsdy ^ater uph^vals are 
caused by attempts forcibly to remove whole [wpiilations from 
their homo, in J^cr to maic casjff the fonnatron ornauen^y 
homogeneous States Qr to consolidato the 
tones deemed suitable for traniTcr from vanqu^^ 
r am not saying that such measures are jusufied-only tMt 
they rfiould never be embarked upon wj^out frill cmmting of the 
hi^ costs. In general, the phmiun^ of human should 

so done that as%r as possible movemen 

should be easy and voluntary, not merely for “ 

tourists or for the wdl-to-do, but ^ anyone who, 

thinks it an advantace to move either to a new country or to a 

r™ 1 COP.T’. B« i. J.OUM m. JK, o« 
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principle tliat not mthout the moat tineacapable reasons should 
men and women be uprooted against their wiU*^ for corumunity 
is a plant that^wa not without much tending, and the purpose 
of planning is in the Jast resort nothing else than the making of 
communida able to live richer and happier lives. 

Thusji^ the problems of employment and production which we 
are setting out to study are human, and not merely technical 
problems. We want, not merely to gee men and women usefully 
CTuploycd in meeting one anotJicr^s nerdi, but to get them happily 
employed as wcU+ We want to get diem working together under 
conditions which are sodally as well as economically satisfying: 
wc^vant them to produce not only goods and services but also a 
soda] environmeut in which they can live happily and at ease. 
That IS why the problem of lull employment is insoluble in merely 
technical tennsi it involves not the quantity of Jobs only, hut their 
quality too, and not merely their individual quaiiry as jofe, but 
their soda] quality, depc^ent on the conditions of worldng and 
living together under which they are carried on. 

If this qiiaiitadvc aspect of the problem finds but little ex¬ 
pression in thk section of my book, llml is not bemuse I am 
unmindful of it. Most of il comes in better when 1 am con¬ 
sidering employment not by itself but in leladon to the other 
factors of our communal liie—-to town and country planning, to 
poUticSf local and national, and to the relations between the 
various grades and groups on whose co-operation economic 
efficiency demends. Have no fear but that we shall come back 
to it, eveo if wc seem to be making all too little of it in these 
chapters. 


CHAPTER II 


ON the morrow of the war— this 
time and the last 


I SAJP AT THE BBOiSiNiNO of tliis sludy thfit, for ai (ar as 
il Ls possible lo look ahead, tliere ought to be oo shortage of jobs 
now ikal Hit Bghting b done and we are seiding doAvn to tiic tasks 
of peace. Althougli, as we have seetip total output rises hi^ m 
Ltmc of war, so much of what is made is shot away or bitted to 
atoms or otherwise destroyed by Jlghtiiig, bombingi scorciuogj or 
the sheer trampling of armies^ and so much that remains b of no 
manner of use m time of peate^ ihat^ no matter how high produ^ 
lion risesj any big w^ar leaves the world a great deal the worse ofi 
ill material supplies. \Viule war lasts* the consumers have to cm 
their consumplion of everything they can contrive to do withouti 
in order to release resources for making munitiona and other 
necessary war supplies. Nor does this cutting down of civilian pn^ 
duction affect only current supplies. Plant and machinery in 
every industry which Is not r^arded as indispensahlc for the war 
effort are allowed to run down and to grow obsolete without being 
renewed or replaced^ Accordingly* when war endi there are v^t 
afTcars to be made up. Industries w-ant new and beiti^&^uip- 
mtnt* just as hotwcholds want new^ crockciy% household 
furniture, and a hewt of other tilings they have not b«m able to 
get during the war, and just as indtriduals need netv clotho and 
other persomi possessions- In the technical Language of Eco¬ 
nomics, there b bound to he at the end of any kiige^^alc war a 
boom in the demand for Ixnh ^capital goods and comum^ 
goods’—including, ofcoiuiK^ such -diLrablc consumers ^ 

houses, production of ivhicb almost entirely dimi^t^ 

yean of war * All the labour that can he made avatkhle is needed 


* The ihcq™ En tins hairtli of |J» cpmffluftUy sad m 

bu>Txig gdodi mnd lefvka can be di^’ickd mio tinj .Eiram* afOi^ 

a^ Wniiffipp deihcH f^k uid tobawo, ^ 

l^MEiiUiMd m rt«tm4f cwxcot wAfiM. The «Jwr Hn-AHi 



to help in clearing up the arrears which have been accumulating; 
and until the more Insidtcnt demands have been met m all the 
categories of supplies there should be mudi more reason to fear 
a shortage of workers than a shortage of worliu 

D^adHts of Trmsition 

This general staiement needs some qualification. In the tint 
place, there are inevitably difficulties af iransitiort vv'hen the time 
comes for changing over from war to peace production. Mitny 
factortes in all the belligerent t^untries had been diverted from 
their normal nsc$ to the making of war supplies; and many 
workers had been taken away from their nortn^ jol» and forced 
to master new, quite difTcrent trades. By 1945 the British Govern¬ 
ment and other public authorities were spending as much on 
goods and semccs as all private consumers totgcthcr^ although 
expenditure on private coniumption wus considerably inflated by 
price increases due to mdireet taxation, Well over four million 
persons w*cre employed on work for the three main departmenti 
concerned with w^ suppUcs—not LncludLing those working for 

to buy ^cafnml j^oodi^« 'invenrijciu aood»,' Le. emh wlikb ddwr arc uidul 
for inabipK oibcr goods or »ervkts, ildB 001 in ibcEsidvtn, or, if Uierul in drcni- 
idv^ yidd up ihdr valye only by mnalnicTitf, o^-cr a loiig period of rim. To 
UiU ft^ond Jlrcnm bplnug foetory and office buUdingiv plBnt and mac:|uiifryi 
»hip!t, railway ectulpmeaf, f»wcivitatiotii, hsrboiiri ncid docH 

itudji, adioob, homes, and mo On. They me not used up at oecc, but temain in 
cEuIcnce to bo^p towardi rutnre wantii and they yield up ibcir %BJue 

by <XMitnbuting lo the poduetjoa of meful ihingi, or by befog ihcmKlvc^ 
gTAdually cocuumed aid enjoyed over the entire perfod of their rffeerhe life 
uodl they arc ertber wum out Or wapped u rediLtidjuit or otsolete. I t a icMne- 
timm a kujoc ofeonfutfoa that bou»o, which Kcm to be ohvfoudy ‘coaiiuncj^^ 
I^Dodi,' Aboukl be dauifud as ^capiuU luodi' or 'inveaun^i' goods; but a bouic 
n obvHHuly a capilmJ ^nod—it tao be fovofted in for IcUlng at u atimiml ftr 
tiTolly fiont^ A ImxK is a 'durable good' which yields up lEi value by instal- 
mmu over a petied of yean: dw proportfon nf in vaJu* tkit b med up In any 
year k 'co&juuaed,^ and bjovK^reni k expenditure uo cpnHimpEfon; but the 
fHpital spent on biiikifog a bouse is fully as much invetted U the capital ipcnt 
on buHdic^ a faclory oc a trincbinc. Some ccunombti try to a%t>M ihis coo- 
fiukvi by dividfog goods foto three clajars imtcBd of two^ and maiing 'durable 
mmnwfi* goodi* a sepAraic dao; but thb may ofocure ihc fundamaital 
dtJicieDCC between the two sucozm of cepefiditure, AnoLber poanble ciaarincA- 
don ii intti four grDti»: (fl> immmirf ^eiods for immediate consumption: 
[#) tmnontTf goois^ luch u huuiea and motot-can^ {rj e/ihgr r^tnl grrtrttr 

and (d) Le. goods tucked up fo ibc produccnY and E&tri£^ 

pmee^ lh«e laic arc also 'cupitiJ goods' fo ibc leme thsT they lock up 
capital in the productive and dbmbtirh^ and arc not available for 

foimedialc cuiutiiUp^n. All djitse danilkatioCEt arc, of CaunCr merely for 
COn^Tnicncc; and il h not always easy fo lay in what dass a paiticular iT iiftg 
belong TWv however^ does not ouiUer^ provided that whamet cfoMiTHatiDn 
k used k adhered iOj and that the teniB arc used coanbiomly in the samesemn,. 



oiher d-epartnicnts^ such as the Midistrics of Food and A^- 
cidturc. It Yvaa bound to take time to get tMs process of convcf^oo 
of industry revers^—to clear the Btdorica of the equipment that 
had been put into them Ibr war purposes and to get die maclHiiery 
they needed for peace-time production: installM; to get ihdr key 
workers back to them and to re^-eqtilp diem with an eflicicnt and 
faahmccd labotir-forcci and ro re-i3tabibli the rcgul^ flow of 
supplies from stage to stage of prnduorion where goods need to 
pass through severai successive stages of manufacture under the 
auspices of separate drms« Thoe things were bound to take dme, 
even where tt was only a question of reinstating existing 
machinery and of getting the old workers back to work. It was 
obviously bound to take longer where new machines h^ to be 
madei or new buildings erected^ or old buildings considerably 
altered, before yiontial production could be resumed- Moreover, 
some great mixlern factories have a very elaborate sempj and the 
proccMcs ofjigging and tooling in preparadon for a new produce* 
don plan were bound to be spread ov'cr many months. 

Serious delays in changing over were thcreloce unavoidable^ 
and in every bcli^ereni country it has been one of the moat 
urgent problems of post-war planning to get industries bade to 
normal production without undue confusion or delay. Whether 
the delay’s have been in fact short or long, they have 
given rise to some temporary uncmployttt™^ 33 work has 
ceased in factories which have had then to be got ready for 
resuming civUian production- Thist however, has been a case of 
workers waiting for jobs not because there has been any La^ 
of effective demand, but simply bepust .lhe change-over could 
not be accomplished without some uiicrruption of work. ^ 

There is, Lowcvctj a second possible cause of siioriage of jobs^ 
even in a world desperatdy short of necessary goods and serviwa^ 
However urgently people may want thin^ they do not, undo" » 
any economic system to w^hich wt are used, get ^cm unless they 
have money to pay for tliem^ ^Vhe^c need exists without the meacw 
of payment, economists speak of a lack of "efl^tive demand j and 
under our present econonuc system, only efleciivc demand sets 
the wbeeU turning, or causes employers to be willing to employ 
labour. Thus, even in a world sorely m need of all sorts of 
supplies, employment can be short in any capitalist counuy if 
means of payanent are short, and men and women ^ Ik It^t to 
stand idle because no one can see a prospect of profit in>m 

”such*a wtl^oii. where it arises, dearly should not be allowed 
to continiir, and can last for any length of Dme only through a 
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signal failure of the GovemmcJit lo do iti job, li mlglu happen, 
and be pnotntclcd* in a wuntry which found itMilf at the end q-f 
a war plunged into chaos either by civil vvar or by the dusolution 
of its government, Ii might happen, if a counity*,! monetary 
arrangemenia had got Into such a flate of conruAion that no one 
had any confidence in the value of ics currency—as happened, for 
example, in Gcntixuiy af^er the Last war and in Greece and many 
other cduntries under the Nazi occupadom Where such a thing 
ha* occurred, it is the business of whatever Government takes 
control to get the currency into some sort of working order ivith 
the smallest possible dcLayj and to make the armugemeitts 
necessary, id accordance with the econonuc system on which it is 
working, to ensure both that the available (about is employed and 
that consumers arc supplied somehow with the wherewithal to 
buy its produels. Every country' from which the Nazis were driven 
in 1944 and ^945 had gmv^ chJKcuJtica to lace, mainly no doubt 
because of the physical destruction which had been wrought and 
the loss of key persons which k had suffered, but also because of 
disorganised cinrenty and the need to imprnviie the entire 
jnaemnery of government and economic control afre^^ at a dme 
when the hunt was up for war criminals and in many cases 
fighting was still in progress within the natJemal frontiers and 
military authorities snaiid, or disputed, control with the civU 
Goviemmcnis. 

fn Great Britain or in any otlicf country which has neither 
been occupied by an enemy nor lost con trol of its economic affains 
during the war, nq problems of this second order ought tp arise. 
Even in such cases, however, there arc apt to occur Jc^cr dis* 
organisatinns which cause uimeccBSary dciayi in changing back to 
normal forms of production and consiimptipn. If, as fii^t as the 
demand for ^-ar products ceasea^ work™ had be™ turned olf 
from the industries before other industries were ready to take 
them on, and if afVer daebarge the>' had been left to exist on 
Moles' or benefiti which would buy much Jess than they were 
accustomed to buy in normal times, the Inability of these workers 
to exercise MfFeedw demand' for goods and sertices would have 
reduced the num ber of hands whom employen carrying on pro¬ 
duction for profit would have been prepared tq engage, and would 
thus have stood in the way of their own re-cmploymcnt, Ii had 
therefore td be rtcognUed as a responsibility of the Govemment 
to maintain at a reascinable level the purchasing power of thos: 
who tvere discharged from the war factories, as well as fixim the 
armed aervicea, until they could be absorbed into normal employ* 
ment; and the Government, by accepting thb respomibility, was 
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actually helping to get industri- back to normal working with the 

minimum of delay. ^ .. 

It ccutd be ju^gued against this view that it would be ociu^iy 
a good thing—CJtcept of course for the imcirspltiyed.—if puixJiamig 
power were thus cut down during the period of transirioii, b^ause 
diere was bound to be for n time a dioiiogc of goock. It is true 
thatf to the cxiGni to which unavoidable snortages did 
reduction in the purchasing pow-er of the unemployed i^ghi have 
caused no addlLional unemployment j for alJ that could be pn> 
duced might have been bought up wjthuut any demand on tbeu 
pail* it would] however^ have been nLamfesUy and groasiy uniair 
lo throw' the hardship due to such shortages upon those who were 
discharged from ihe w^r factories, or from the armed lenncca, or 
from civil defence. As long as shortages exist, denied ought to be 
rcstricicd by sonic form of nstioning and not^ by dqnnving a 
section of the people of iti due share of purchasing powder* 


SkortiJ^ij Matzah 

Tliis conaidcration, however, brmg^ us to yet anotlier factor 
that may involve a temporary i^turn ofuncmploymciit mier 
has come to an cnd» Production can be held itpi not only by me 
need to recondition ractories and prepare new afid ImIs, out 
also by a scareXty of indispensable materials* hert» during the 
W'flTi stocks of materials have been allowed to nui dowTij it may 
take ume to build them up again, wlietber they to^ trans¬ 
ported from overseas or can be produced at home. Or there may 
be difficulty in paying for new suppileSi as we saw when 
Lend w*as brought to a sudden end in August, i945^ si^ch , 
the important ibing is lo miike the scarce ^tcnals go m as 

posiible, and to ensure priority in thdr ^ocation 
essential work. State control of esacutial supplies 
maintained for this purpose for a considerable 
is over; and pressure from private interns to k* ^ 

oiuiKt k*lh;e cnwipriK' beforr the need paaed has to be 
firmly opposcfL 


TKt# Pa^i-zL'or OuiiMk 

Let m assume, for the purposes of »be present argiunent. that 
Ihere exist no umet of the currency s^em, no reduction of da- 
charged iwrkm or deinobUised wamots lo rtarmiinn tn^o, 
no^Teccssary debiyi in m-eompping for 

peace, andnb more than .^ort-hved 

ir^teriafa. Given these ^ ^ 

war demand, both at home and abroad, with the need to make 
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up ajTcari and to replace goods damaged or dcstro^td added to 
the ordinary current demandSp mmt ctalainJy result in due course 
in a boom in the labour market; und tbb shortage of worken Vkill 
last at any rate untU tlie mom urgent demands have been met. 
What was reasonably to be exp^ted in Great Britain when the 
war ended was first, a short period of dblocation tn mimy arcaif 
while war factories were bkeing closed or converted and while 
workeis who had been employed away from their homes were 
sort^ thcinsclves out and retumiiig to thetr pre-war trades or 
finding new' ones, and then a period of rising produetton accom¬ 
panied by continuing shortages, during which tlie demand for 
mcist som of labour would be in excess of the current supply^ and 
for some sorts of skilled labour—above aU in the building mdustiy 
—very jpeatly m excess. 

TTie situation w'ai of course complicated fay the sudden ending 
of the war iti the Far after plans bad been laid in expectation 
of its lasting for a longer jperiod. The continuance of war against 
Japan after liie collapse ol Germany Wfouid both have reduced the 
numbers returning at once to indiistiy^ ftom the armed foicesj and 
have m^-oh^ the nmin tcnance of war production on a consider¬ 
able scale. It would thus have reduced the magnitude of the 
immediate change-over, and would have hampered the resump^ 
tion of civilian pnodnedon. Transport would have remained very 
scarce; and there would have been pb^wcai ihortagea of many 
kintU of matcriab needed by civilian industries. Tbit would have 
slowed up the relum to normal production; and it would 
have involved the danger of a boom in prices unlcfi controls had 
been firmly retained and used unul wdl after the end of w^ar in 
Asia 33 well as Europe. In fact* up to August, (945, the Fax 
Eastern complication cut both ways; it both sbwed up the 
reconvOTon of indnsbies to the usea of peace and involved 
stronger pressure upon scarce supplira^ with all the attendant risks 
of profiteering, inflation^ and the abuses of the black market. On 
the other hand, while Great Britain was still at war, even though 
not in Europe, there was less prcsurc for the removal of controls 
and more preparMntss to put up with continuing shortages than 
was to be expected after the retum to peace unless the Govern¬ 
ment took great can* to explain to the people the reasons for such 
shortages as continued to esisu 

Actually, the unexpectedly quick end of the Japanese war 
upset things badlyp not only because it threw- the plans previously 
made out of gear, but still more because of the precipitate termi¬ 
nation of Lease-Lcnd by the American Gnvcmtntnt. It liad been 
expected that L^ase^Lend supplies w^ould be gradually tapered 
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off* ID order to avoid dlslocatjon; but ihc Aincric^im d-eszidod lo 
stop them suddecdyi on the groiind that there was no power to go 
on with tbem when th ey were no longer needed for the defence of 
the United Staica^their purpose as dehitcd in the Act oTGongraB 
authorising l^asc'Lend. TTic sudden stoppage of supphci was 
very ecnbarnissing for Great Britain, whtch had been depending 
on leasc-Letid for a oonriderablc part of its food supply^ ns wdl« 
for many essential mduatrinl gpods. The nocessi^ to pay for food 
imports meant that tliere were no dpliara available for buying 
American raw materials^ without trenching on Biniiih dollar 
reserve* tha'^ were urgently needed for meeting the r l aiins of other 
crcdiiora of Great Britain, These were the dfcunmancei under 
which it became urgent to secure a lar^ American loan in 
order to tide over the difficult period w^hile Great Britain was 
endeavourin g tq rebuild its export trade on the enlarged 
needed to enver the cost of imports in face of the loss of ^invisjble 
exports' during the %var. The long delay before the loan w^as 
finally conceded—on most onerous conditions'—in Jtdy, i 94 &j 
a of great diSiculties to die British economy. It made 

tiecessaiy the most rigid limitatiDn of dollar purchase that comd 
be reconciled with the food nerds of the British people, and with 
the rt^uiremetkts of materials and machinery for the reb uildin g 
of industry. It called for the utmost posUife concentration oa 
pushing im exports in order to meet as Large a part as possible of 
the cost ofimports out of current eamingsi and it made impra^c- 
able any attempt even to begin paying off the vast sterling dAts 
accumulated during the war. Indeed* these debts continued to 
mount up; and it became necesary to arrange for a foigc new 
loan fixjm Canada* The difficulty was aggravated by the 
fomine of 1046^ and the ueed for meeting the coat of food 
supplies that were mdispcnsable forpreventing sheer station m 
the British zone of occirpatfoa in Gcnrmny. I shall diK^uss m a 
suhseouent section the conditions on w^hich the Umted St^^ 
finally g^int Grtsat Britain a loan: here my point is only foal foe 
long delay made the position of foe British economy m 194° 
exceptionally awkwarti 


Wkni flapped La^t Tim* 

These couditiom differ mdcly &om those which existrf wii<m 
the first World War ended in 1918- Great Bntam at that tunc still 
owned buire overaeas mvestmen^; nor w-erc focK offset by 
baluices due For repayment. Tbcre^ were debts to foe 
States; but they were balanced* at all on paper* by _ 

owinir to Griiat Britain frem European Allies. In foe period which 
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immediately followed the tertninatioi) of hntilltieSi the British 
economy waa not held tip by any iruibUily to pay for neccsiary 
supplies. Nevertheless, then as at tlie end of me second World 
War, there was a scrioin shortage of goods—for the almple reason 
that over a large part of the world the war had advcTsefy afTceted 
producuon^ and in Great Bntaln industrial capacity nad been 
diverted to war needs and took some time to shift bach again and 
to get back into proper running order. After tgT 0 the UTirtinic 
controls s^ere precipitately removed, and profiteering allo\%'ed 

to develop on a prmigious scale. In other wordsj the demand was 
reduced by allowing prkes to rise, and there was an unsound 
boom during which very large windfaJ] promts made. In 
1945, these errors were not repeated^ The Labour Covemmcsit 
came to ofiS.ee with a dear mandate to keep the controls in 
tfTccli^^ operation and not to allow the cost nilivmg to get out 
of hand^ Its measurca could not prevent a continuing diortogc of 
supplies: indeed, for the reasons already given, the shortage was 
much more acute than it had been in 1019 and igao* But Its 
meaffures did effectively prevent the sort ofpriccsbooin which the 
Lloyd George Government allowed to develop after the first 
World War, and thus avoided reproducing the conditions in 
which a shortlived and unreal speculative boom was bound to 
lead an to a ciisii and a slump as soon ai the mtHt domant 
demands had been met and purehasers began to face the need of 
squaring their outgoings with their incomes and expectations. 
The queation to which we are seeking an answer i$ tiiis. How 
long are we to expect that a state of Khoitage—that is to say, of 
actual demand exceeding the available supprics of commodities— 
will persist under the policy conditions of 1946 and 1947? The 
excess of actual demand over supply did not last long after the 
fiTSX World War, despite the acute shortage of almost ev^crything 
that existed when ii came to an end. Within two yean of 
cessation of the fitting in igi ft the boom had spent its force and 
a great post-war depression waa setting in. The boom lasted 
through die latter part of 1919 and the Stai half of 19301 but by 
the end of igso unemployment vras begmni^ to mount fast, and 
by early the slump was fully in being. 'nOs happened partly 
brausc of the adoption of remarkably unwise financLal and 
economic poUdes in Great Britain and in some other countric$, 
and partly because business men who had been gambling 
Icssly on the world's need for gocjds at any price were suddenly 
brought up short by the realisation that war had left most 
countries not rich^ hut desperately poor. The unwise financiai 
polides consisted targedy in an attempt, under the mfluence of 
322 


‘orthodox* bonkers Aiid *Gity" tp get back to pre-war 

fii^itcial conditioiu and to a balaticed Budget^ at no loatter whai 
cost to die conwiiuiiicy aj a whole* TIic denicnt of reason behind 
this policy was a desire to correct the inflationaiy' forces which had 
been allowed to get loosr;^ mainjy through the mtsukca of the 
Government in yielding to the demands of business men to be 
allowed to mtum to ^ Busintss as usual/ Under tbb prcssurcp 
reinforced by the widespread dislike of bureaucracy which war 
alw'ays arouses in most pcoplc*^s iiiJnclSj the Lioyd George Go^wn- 
ment ignored the nece^ty for a careJully planned transition 
a war economy to production for the needs of peace^ The w'ardme 
'controls’ tvere precipitately taken ofTj and business men were 
aJiow^ed to scramble for customers thc^ pleased- Suppli« of 
goods were shorty because productive cfRcieficy was low in face 
of waT’-wearinesi and obsolete capital ci|uipmeutj; and accordingly 
prices rose to fantastic heights as those who had the money com¬ 
peted to get goods and services at any coat* Vast promts were 
Tttadc^ there was a fever of speculaiioii throughout the econppmc 
^tem: those who were not wdl placed for demanding higher 
incoEDcs Were left to go without* And then» when the rush ^ 
supplies slackened off, and it became plain that current prices 
forced many classes of goods far beyond wliat ordinary people 
could afford to pay* boom sw^tly ga\'e place to slump* As 
prictt began to fall at all through shortage of ordcrsjcven thcM 
w ho could afford the cunrnt pricis begM to hold off buying in 
expectation of a further fall. Employers dischaiged workers on all 
hands, thus further reducing tJie demand for goo^ and services* 
The speculators who had not cashed in on their ^uis in time were 
ruined: wages were drastically cut, and Trade Unions whi^ 
attempted resistance undenvent defeat. And nU tto hap^ned 
while there w^ere slili vast needs unsatisfied; for during me 
not the most urgent needs, but rather those armed * 

greatest command of moneys had been met; and^ though mmoj- 
men! had been h^h, production W (and even toial prrfuc- 
tioq) had remained low. The boom after the k^t war was a boom 
in prices, and not in production; even at lU height th^e were no 
nearly enough goods to go rounds by any standard based on 

normal human needs. _ u ■ - 

While this was the situadon in Great Bn tain, 
in the United States, most of continaital Europe 
worse off after 191S* because its produrtive pov 
much more seriously during the In most 
agricultural and Industiiol ptoducUun som to 
and there w-as little that could be exported to p 


uid also largely 
Lvos a great de^ 
cr had suffered 
countries, both 
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importa. In addidonp the currency didcxiiition much wone in 
FranEc as well as in Germany, and indeed over mojft of Europe, 
than it was in Great Britain. CondnentaJ GovemmentSp harder 
driven than ours^ had resorted to the printing presa to meet their 
pressing bills and the more money they print^, the faster prices 
msc. Indeed^ the rise in prices soon outstripped the creation of 
additional money; for those who had goods to sell raked their 
prices in andcipatiDn of more money being put Into circulation, 
while those who had money hastened to change it for goods at 
almost any price before its bu)Tng power feJl further still. In 
particular, the money of the co untries in which this occurred lost 
its exchange value abroad even faster than at home; and specu’* 
lators on the foreign exchanges helped to destroy id value faster 
than ever. These conditions reacted on the export industriei of 
Great Britain amd other relatively stable countries, which stopped 
sending goods to customers who were unable to pay for them in 
money and had hardly any gcwli to send back m exchange. Thus, 
the bad cemditions on the Continent made the slump in Great 
Britain worse, by throwing out of their jobs coaUmtnem, iteel 
workers, engineers, woollen operatives, and many other workers 
who normally produced for export. 

Thereafter came a slow recovery, as countries gut their 
currmcii^ into order, restored their productive efficiency, and 
began both to exchange goods more fteely and to re-establLsh 
their home markets. But the recovery in many parts of the world 
never was complete. We have seen that for the entire period 
betvi'cen and 1939, or even if we leave out the dkastious 
years of the second inter-war slump fttun 1931 to 1933, the level 
of unemployment was continuously much higher over the world 
as a whole ffian it had been before 1914^ There were at all times, 
literally millioits looking for Jobs and unable to find them; and in 
foce of the plain fact of poverty, implying the need for all that 
could be produced, tbe whole capitalist world was persistctitly 
wastlr^ productive resources and letting men and women rot 
away in idleness instead of string tliem to useful work. 

CemparisQn 

In the second w ar* devastation has occurred over a greater aira 
and on a larger scale than between 1914 and igiS. ^Fhe world’^s 
rued for goods and services is even greater and more urgent than 
it was after the previous war. In the absence of civil wars succe^- 
ing to the war of nations^ there exists in every country devastated 
by war a clamani demand for current supplies and for the making 
good of airean. This is the position within each country as the 
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industrial system changes over from war- to peace^produedon; 
and It aJso aifecta the trade hetween couttEdes, wherever tho$c 
which need supplies have^ or are lent or given, the means of 
paying for them. Because of the longer war and the greater dis^ 
loeadon cau$ed by it» the demand for goods needed for the 
re-establishment of national industdes, as well as for mjcedng 
ciirtmt consuttijers' needs, would have been bound to last longer 
than the boom of 1919—aO| even if nations had conducted their 
economic af^irs in the same reckless spirit of profiteering as they 
showed after the first Worid War* In praedee^ how^evcTj most of 
the belligerent countries were in no sLtuadon to behave in ibis 
way^ even if thdr ruling classes had wished to do so. Their 
economic structures had suffered so much damage, and their 
immediate productive capacities were so Impaired that it was 
quite out of the question for them not eo maintain strict control 
over suppLii^ of almost every sort, and to plan the work of 
recovery imd the procuring of foreign aid In order to pro'cnl 
mass^tarvadon that would certainly have been the prelude to 
revolution. 

In 1945-6 the only great country diat w^ai in a position to have 
an uncontrolled capitalist boom of the kmd that occurred in a 
number of countries after 19T& w'aa the United States; for w^herras 
most others had been terrify impoverished by war, it had been 
greatly enriched- There w-as, of courve, in the United States as 
elsewhcrcp dislocation accompanying the changC'-ovcr firom war 
production to peace productiorii and this involvEd shorta^ of 
goods in relation to demand,' but the Americans were huge 
creditors of the rest of the world, and w^ere in no danger of any 
serious shortages of necessary supplies. They could have plunged 
straight into a price-boom very much like that of tgig. Up to 
July, 1946, they w^erc restrained from bebaviiig in this way by the 
condnued existence of a comprehensive system of price-controls 
under the Office of Price Administradem; and these controls were 
closely linked to parallel contpols over wages. At die beginning of 
that month, however, the wartime s^'atem of prico-controb came 
to an end; and Congreas refused to agree to ics renewal except in 
a form ao mudJated that Ihesident Truman fdt compelled to veto 
the Bill in which the proposed new controls w^ens embodied* on 
the ground that its provisions were umvorkablc. ihiceHx^ntrol in 
the United States ihcrefore lapsed In July, Jmd though 

control was remibEd or reunposOT in a few cases, including rents, 
the coat of living and^ still morCi the level of wholesale priew, 
rose very sharply during the next few months. Food prices in¬ 
creased especially fast, and outran wages, which condnued to be 
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ardficiaDy hdd down; and in November the Eepublican vie lory 
in the decdoru made it evident that the United stales waa head¬ 
ing »trdght for a complete return to unrestricted capiudbt 
enterprise, with the %^rtual certainty of a great struggle to come 
between die forces of Capital and labour. Tiie main difTerence 
between the American sit uadon towards the end of 11)46 and that 
which itrose after the first World War lay in the much greater 
strength of American Trade Unionism, despite its division into 
rival factions enrolled in the American Federation of Lat>or and 
in the Congress dflndustriiU Organisations, The confiict between 
these rivals was hitler and svas complicated by the position of 
Mr, lohn L, Lewis* who, after being lai^dy responsible for 
founding the CJiO*, had led his United Mineworkers back into 
the A-F. of L,, but continued to roLiow an independent line of 
his own. In November, 1946, Mr. Lewas called the soft coal 
miners out on strike against the Government, w^hich ^vas still in 
control of the mines. His aclion was met by an injunction and 
by the levying of heavy fines on both him and his Union; and the 
strike w'ai hastily called off, pending an appeal to the United 
States Supreme Court on the Ic^ty of the dedsion. The use of 
'injunctions' against Trade Unbns'was bdieved to have been 
barred by the Norrb-La Guardia Act, passed during the New 
Deal. The Government claimed that this Act did not apply to 
strike action directed against it^lf^ and there were apart from 
this many threats that the newly elected GoTigrcaa^^ dominated by 
the Republicans^ would enact drasde antt-irade-uoion legislation. 
The revival of the ^injunction’ procedure, and the threats of new 
anti-strike laws, led the rival Labour factiom to declare their 
support of ihe miners; but the calling off of the coal strike w^as 
followed by a pause. In the early months of 194.7, American 
capitalism and American labour were facing each other uneasily^ 
and a large scale conAict betwwn them seemed to be in prospect. 

Apart from the United States, which can have an tnuadonary 
boom at any time if k chooscSi with the praedt^ certainty of a 
crisis to follow^ the world at the end of tg^ was tn m condition 
to enter on a period of boom+ Inflation, of course, any country 
can have; indeed, infiadonary conditions existed already over 
a large area. But inflation and boom are not the same thing; 
for connotes at rate an illusion of prospraHty, if not the 
realty, whereas inflation can exist without any feeling at all that 
things are going weU, and side by side with severe unemployment 
and widespread distress. 

It wast jodc^, one of the major anomalies of the world 
economic ritimdon of 1946 that, whereas an inflationary berom in 
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America could not gi\T rw to boom conditions^ though it m^ht 
aocentuite InibitiorLt cbev^'hcrc^ such a boom would have been all 
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crisis. Rapidly rising prices in the United Stales mtial reduce o^er 
countries* abuity to buy American ^oods; for, even if the pri^ 
of American imports ro$c sharply, tms would Pot suffix to main¬ 
tain the purchasing ability of other countrin in the United Stat<^ 
for the simple reason that they must buy largely on credit in 












































default of adequate comitiodities avnUablr for export. An 
Aincricau boom would probably reduce American wiiliiigucsa to 
give crediCj hy diverting funds to specuJatinn at home and by 
strengthening bolationist tendencies* An American crisis follcm'- 
ing on a bwmi on the other hand^ would mean a sharp fall in 
imports. It might mean also an attempt to push esporti on the 
world market, in order to make up for the railing off of home 
demand. But such an attempt ^vould probably mean cutting of 
priced for cash salcst t^tl^er than an extension of credits^u^ess 
indeed the Administration set to work to expand foreign credit! 
as part of its counter-depression policy. The one thing tliat could 
safely be said was that it was to the rest of the world's interest 
that the United States should have neither a boom nor a slump, 
but should maintain a steady arid orderly expansiont lending 
enough abroad to counEeract its export surplus and absorbing 
more Imparts as fast as larger supplies could be made avallahle. 
This amounts to saying that, whereas, after 1918, the conditions 
requisite for a temporary boom existed in a ntimb^ of countries, 
in 1946 they existed only in the United States, with the con¬ 
sequence that American economic policy was the largest single 
deierminant of world recoTOry and of the world's power to attain 
economic stability. This being the position, no dose analogy can 
be drawn bettveen the conditions of 1919 and those of 1946. It 
may ncv^crtlidcss be hdpful to see what was the general course of 
economic events after the first World Waij and how quickly 
nations were then able to get their productive systems back into 
tolerable working order. 


}V{trld Pr<fdtictiDn after rgrd 

Much had been said during the war yean, 1914—tB, about 
the great increo^ in productive power that had been revealed 
by the roobilisadon of resources for war purposes and about the 
higher standards of output that could be confidently expected for 
the future. Figures had been cited showing the great increases in 
producUnn d^t hitd actually been achieved Ln the war Cictories, 
and general conclusions had been drawn with too litUc allowance 
for the difhculties in the way of tmnsTcrring these increases from 
war to peace conditioas. What was said about the increases of 
output in war Victories was of course pcrfrctly true, but it was 
one thing to secure high output in producing lately standardised 
commodities for vw use and quite another to retain these 
advances when industry w'as turned over to producing for the 
much more diversified demands of peace. Moreoverj as we have 
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seen* capitai in form of new instrujoents of production had 
been applied during the war years almost atdusivdy to indtu- 
trics malung tilings directly for \v 3 .r needa^ and die equipment of 
the industries producing for civilian oonsumpdon had been 
allowed to run down and to get out of date. Add to tJiis the 
physicai devastalton whidi had occurred during the war over a 
large part of Europe and the dislocation of the eeonoEmc sysicmi 
of die defeated countries^ including the new States out of 

their tcrriiorics which ^vcrc stru^ling during the pOst*war years 
to get their national ecoonmics into some sort of order. 

All these things account for the hict that, despite the teclmical 
advances made during the warj productioti took a long time to 
recover even to the pre-war levda. Even iu 1923, the Mh year 
of peace* production over the world as a whole, according to the 
estimates made by the Econormc Section of the League of 
Nations^ had grown in comparison ivith 1915 oijy a very little 
more than population; and this rniall credit balance was entirely 
due to rektivdy rapid groivih of output in areas which had 
escaped war devastation and had been diverted less fully than 
others to mcet^ the needs of wTir. TTius* in Nonh Arntricij pro¬ 
duction had risen in 19:13 by 29 per cent, tiver the level of 1913* 
as compared with a population increase of between 16 and 
17 per cent.* while in Europe (exclndiiTg the Soviet Union)^ 
whereas population had risen by somewhat less than 4 per cent.* 
produenon per head was sdll a Iom way below the level of 1913. 
Indeed, even aggregate output in Europe* with no allowance for 
the change in populaiion* stnod in 19^3 at about 13 per cent, 
below the pre-w-ar level Not until 1925 did Europe as a ^vhole 
regain the pre-war total of aggregate production, and even in that 
year production in Eastern and Ceniral Europe was still appreci¬ 
ably below that of 1913. In every other continent production had 
been increasing condderably foster than population; in Europe* 
which had borne the brunt of warfare, it took at least eight year* 
to get back to the pre-wur level of producrion per head. Even in 
Great Britain, which had undergone no actual devastation during 
the war* it seems certain—chou^ there are no accurate figures^ 
that the pre-war level of production per head was not regained 
until 1924, In Eastern and Central Europe (excluding the Soviet 
Union)^ it took four years lo^ex to get biu^ to an fjqui^alent 
level, liie figures for the Soviet Union arc dtfficul t to interpret; 
but the pre-war level seems to have been regained there somc^ 
where a^ut 1925. For die world as a whole the rise in production 
went sigtiiEcaotiy ahead of the increase in populadon onty 
in 1935. 
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Europe thus took a long time even to get back to the kv^e] of 
productivity which had existed in 1915. In temns of individua] 
commodities] the contrast betvireen Buropcan and Acnerican 
experience in the pwt-war years is highly significant. If com- 
pare average output in the years 1909-13 with average output in 
1920-4, wc find that wheat output was 17 per cent. smaUcr 
in Europe and g per cciUf larger in America during the post-war 
years. For coal, European output had Ihlkn by 11 per cental 
W'hcieas American had rben by la per cent. European production 
of steel was doiMu by nearly 20 per cent.^ iivhcreas American pro* 
duetion had risen by 28 per ceni«, and petroleum production yras 
40 per Cent* lo\^"er in Europe and 275 per cent, higher in America. 
Europe had about die same number of cotton spindles in the post* 
war period as before the war^ whereas in America the niimber of 
spindles had rbexi by e 8 per cent. These arc merelv illustratjve 
figures for a few commodities for which data are rcaddy available] 
but if the list w-ere extended it would tell the same story. Far from 
bringing any immediate enlargement of European produedon, 
the first World War left behind it a legacy of devastation and 
inefiidency w'hich needed many years to liquidate. Indeed* 
European production had bardy begun to foq^e well ahead of 
pre-war levels when it was beaten hac± by the advent of the great 
world deprasjon of 1951, 

Of course, a part of ibis Imlure to achieve higher production on 
the basis of wartime technical advance was due to economic dis¬ 
location accompanied by serious unemployment. It would, how^- 
cvcTi be a mist^c to regard this as the main cauK, for there ivcrc 
many other Gictars at w^ork. Among these roust be reckoned not 
only the physical devastation of a large part of Europe and 
running down of plant and equipment outside the war industries, 
but also the continuance of civil war or disturbed political con- 
ditiona over a conadcrable area and the putting out of action of 
a substantial part of the economic apparatus of Germany both 
before and during the French occupation of the Ruhr. Moreover* 
in those areas in which great estates were broken up and tra^ 
formed into small pcajant holdings^ die effect] i^halevcr its iodal 
advantages, w^as unfihvourable to aggregate production. Standards 
of cultivation fell in the areas tnmaferrod to peasant cultivation* 
and* in lace of the prevailing political conditions and the age-long 
poverty of the countries chiefly affected, it was difficult to do any¬ 
thing towaitls raising peasant standards by improving capital 
equipment, either on the fiinns or in the form of servii^ which 
would have enabled the peasants to market their supplies under 
more favourable condiuons. 
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Skall iM do Betttr Tha Titfu? 

Shall we do better this time? It would be tiie height of rashness 
to prophesy that we shall, in view of the much more serious and 
widespread devastation that the second World W'ar has brought 
about, and of the lact that, in one of the greatest productive areas 
of Europe, the present purpose of the poUey of the victors is not to 
raise production to the highest possible level, but to keep it down 
in order to eradicate the danger of Gennan military revival. In 
such circumstaiuK, it would be entirely unrealistic to suppose 
that recovery is likely to be quick or easy. Recovery deperSTcn 
a number of Ihctors wiiich react one upon another. If food is 
seriously short, induatrial and agricuttural outputs ate both 
bound to be low; for starving people have neither the strength 
nor the ivill to achieve high output When machines ate laigdy 
Vi'orn out, or obsolete, or have been smashed up or carried away, 
industry is bound to be ineffidcni, even if the workers are in a 
state of health in which tlicy can give of their best. But inefficiency 
m industry accentuates the food erwU, both by making it more 
difficult to pay for imports and by making the ramera rduciant 
to cany goods to market when they cannot get what they want 
m exctiangr for thcHL ' 

The devastation of German industry, hnt by war and sub¬ 
sequently by the carrying away as reparations of whatever was 
supposed to be aurpluj to tlie reduced needs of the Gennan people 
as defined at Potsdam, nsstt on the rest of Europe, beta™ 
Germany used to be for its ncighbouia both the principal market 
for local surpluses and the principal source of supply. The 
economic curtain between the Soviet 20iic of occupation and the 
aonra held by the Western Powen^ as well as the similar curtain 
acnoas the rest of Europe between West and East, hamnera 
recov ery in the short run, even tfit be compatible in the longW 
—whbrh is doubtful—with a raising of European standards ^life. 
The great watcrwTiys, such as the Danube, lie largely unused 
while the Great Powers dispute about their future control. In ftce 
of such fects it would be a miracle if economic recovery could 
proceed rapidly, w hatever efforts each national Government may 
be making to bring it about. ^ 

In Grwt Britain, up to a point, physuml recovery advanced 
more lasily than over moat of Europe. The industrial damage done 
^ bombing was not at all severe; and there was no phytitml 
devastauon due to fighting or occupation, such as occuned in 
France, Belgium, Italy, Holland, and a number of other States 
Abidingly, It was a relatively simple matter to cany recovery a 
substantia] distance, and to create internal conditions iniinitelY 
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better than could for the timiC cdst in jnoAi pam of the Coj]‘* 
tlnent. ThiUi however* u by no mcani the aame thing as achieving 
assiifed rehabilitstioEi of ttc British fscorwray; for this partial re- 
covery was achieved largely with obsolete cquiptnenL and under 
conditions which made it easy to sel! all the exports British in¬ 
dustries could produce, at alnuDst any price they cared to ask, 
The real test eoutd cense only when British indusby had to face 
elective competition in the world market; for only then could 
it be known whether Great Britain w^uJd solve the problem of 
readjmung it$ economy to meet its import needs with exports at 
prices which other conntries woulch in the long run, be ready 
to pay. 
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WHAT HAPPENS IN SLUMPS? 

ll^VEN IF DO ACHIEVE RECOVERY^ aji^d succtrcd fpr a 

time in raising cur exports to the required kvel^ and in producing 
enough at home to support the Brituh people at an improved 
standard of life, what ii there to stand in the way of a collapse of 
these achievements of reconstruction in lace of another sl^p, 
such as occurred wiihin three years of the terminatitin of the 
World War of 1^14-iB? What Is there to prevent such a calamity, 
either in Great Britain or in any other country in which the 
volume of production and employment has ludierto hem left to 
be settled mainly by the action of business men guided by Cou- 
sideratioas of profit? Is there anything to stop the hinging of 
workers on the streets^ even in (ace of an evident and urgent necdi 
both at home and abroad^ for what they could be employed to 
produce? 'llie existence of unsatisfied wants, both for goods to be 
consumed at home and for goods to be sent abroad in exchange 
for other kinds of goods^ was not enough to stop the great depr^ 
sion w'hich foDowed the ending of die first W^orkl War» Why 
should tilings tum out difTerently now? 

C&pttid Goedi and Exporii 

The unemployment which devastated the capitalkt world so 
soon after i 91S had, on the face of the matter* tvvo aspects. A good 
deal of It appeared to be due to the coUapse of the demand 
for exports* which threw workers in the coal, cotton, and other 
exporting industries out of work* and, by destroying their pur¬ 
chasing power, reacted advetscly on the demand for the products 
of other industries. A good deal of it appeared to be due to the 
fall in the orders for capital goods* as buriness men, losing feith 
In the prospects of the consiimir^ market* almost ceased to buy 
new machinery* even for tlic n^laccment or w’om-out or obso¬ 
lescent machines. The slump aHcx:ted other branches of produc* 
tion besides these: indeed* liere w*as no industry or service that 
it did not aJfeot. But it affected these hvo groups mosi of all. 

If wx look back on the history of earlier depressions, or forward 
to the even more devastating depression of 1930 and the following 
years* wx shall find the same thing happening. In Great Britain 
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and ocher iiudustrijU eountriesj the heavieat blows have £illen, in 
OIK slump after aiwthcr, on tis-o groups of industrics—those pro¬ 
ducing largely for export and those producing imtruments of 
production and other constructional goods. ThU is a 
feature of nearly all depressions, as they affect industry. Although 
the demand for all classes of goods and services undergoes some 
reduction when times ate bad, the heaviest reductions occur in 
these two overlapping fields— for of course some exports are 
machines or other kinds of capital goods. The home dc^nd for 
consumers' goods falls off as a rule much less than either the 
de pinnH for cxports or the demand for capital goods. 

tVkat Hitfrpens tn Agrurultmt 

This is what happens to industry. In agriculture, things us^y 
take a somewhat different course. The demand for foodstuffs as 
a whole vnriet much less between good and bad tiin^ th^ the 
demaod for most other things; and the demand for the cheaw 
trinHm of foodstuffs vari*3 least of all. Men miM eat, and when 
their incomes arc reduced they usually economise on other thm^ 
sooner than go short of food-^^ they ^n get it. One wi^d 
suppose, therrFore, that the agiicultur^ produars would find 
themselves in a relatively favourable position during a slump, and 
would be able to take advantage of the cheawmag of indus^l 
products while raaintaining the prices of their own. Nothing 
could be further from the truth. The voli^e of agricultu^ 
output usually stays relatively high, even if it doo not actually 
incTT-asr., during periods of depression; but, even if the demand 
for foodstuffs fells only a Hide, agricultural prices u^y dump 
even more catastrophically than the prices of indiHjnal goods,» 
that the purchasing power of agricultural oomtnodicies oyer indus¬ 
trial products fells off sharply, aMentuating the decline m fore^ 
trade, la particular, the prices of agricultural raw materials suffer 
a devastating decline. 

This sharp fell in agricultural prices occi^ partly bc»^ a^- 
culcural producers can neither combine easily to oontrol the pno^ 
of their produce nor speedily cut down the amounts product^. 
Output IS indeed in the short run dependent mudi more on the 
chances of harvests than on any deliberate action of the producers, 
who can act only witlun the eondidotis set by the natural rhy m 
of the seasons and the cstahlislicd practices of crop rotation ai^ 
combined production of animal and vegetable product, haced 
with a shortage of demand, actual or expected, the industry 
emplovcr can in most cases rapidly coutr^ hu output and dis¬ 
charge the workers he no longer requires. The fenner cannot act 


so quiddy, Qor when he does act can he so casUy iidapt his labour 
foitje to the changed conditioiu of the market—above atl when he 
w a peaEant or family farmer, employing Iltde or no labour 
beyond that of his own household. 

Indeed, the Jarmer may in many cases react to a deprtasion not 
by reducing his output, after the manner of most industrial 
employen, but by producing more, if be is a man of 
resources, as most Jknneis are, he must sell his crops or his beasts 
without delay, e^cti if Iw has not been compelled in effect to tell 
or mortgage them bcTore they Vbcra grown. He depends on what 
he gets from the year's crops for nc-stoclting his farm, for buying 
^icb ^us^ goods and foodstuffs as he needs, far paying h» 
rent, if he is a tenant, or his mortgage interest, and for 
the chiinu of the tax-gatherer and in many cases the money¬ 
lender. He must have cash at all costs; and if the price of his 
produce falls, his first reaction is to attempt to groiv or raise more, 
in order to maintain his cash income. In doing so, he of course 
worsens the market conditions; for the more he offers for tale the 
less per unit he is likely to get. But it will not help him to reftain 
from increasing his ou^ut, unless his competitors do the same— 
and for the basic agricultural commodities the number of bis 
competitors is legioo, because these commodities are sold in a 
World-Wide toarket, made up of mLllioiu of small producers, as 
well as a fow large ones, in many different countries. 

This helps to explain why, despite the fret that the consumption 
of foodstuffs is usually well m^tained during a slump, ihrir 
prices fall off so.mucfa. Ibe millions of agricultural product are 
in a weak bargaining position, both because of their sheer 
numbers and because they are Kattered over many lands. Many 
of them try to improve their rituation by jeiniog together in Agri¬ 
cultural Co-operative Societies, among which the r.an ?fiftian 
Grain-growers' Co-operatives are important, for the collective 
marketing of their produce. But unless such methods can become 
general, in all the large exporting countries, and unless the Co¬ 
operative Societies can be induced to follow a common policy in 
all countries, the power of the farmers, even coUeettUdy, to 
influence market conditions is severely limited. The 
cannot well afford to hold out for a higher price than the 
^ygeutinlaiu arc proparod to accept for grain of equal quality; 
for if they do, their grain will remiiin unsold and they will have 
to inctir ^e heavy ^ts of storage, nor will they fiud it easy to 
borrow the cash which their former-members must have in odder 
to carry on at alL Of course, if all the wheat available were 
wanted by the consumers without delay, this sjtuation would not 
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arise, Tlie fajmers would be able to held out for a reasonable 
price without fear of having their crofw left on thek hands. But 
all tJie grain Ls not at once: there is usually a large carry'- 

over in store from previous harvests. If the farmcn try to hold out, 
the dealers use up the stocks without replacing them, leaving the 
producers to bear the costs of storage. There are usually enough 
needy seller to bring the prices of basic foodstuffs tumbb ng down 
in a dcprcssioiit dc^ite the maintenance of consumption. And» of 
course^ consumption is maintained partly because prices do fall 
so Ikr, The buyers can buy as much as ^ore, iviihout using on 
foodstuffr any larger fraction of their reduced incomes. They may 
even consume more—^ose who are sdJ] in work-^nd yet spend 
a smaller proportion of their Lticomes. 

Farm iiicQmeSi tbenj ore apt to ^1 drastically in a slump— 
above all the inoomci of peasant producers^ who are least in a 
position to protect thcin^ves. In countries which habitually 
import foodstufts^ the agiicultural producers are often protected 
by their GcrvemmcntSi which restrict imports and take measures 
to raise the domestic prices of w'heat and other agriculturaj 
products lar above the world levcL Thia, however* only makes 
maticrs wo^rre for the agriculturists of the Ibod exporting OOun- 
triesj by narrowing die mm-kets where cozKlitions are already 
adverse. Naturally, one consequence is that the peasants in thrae 
countries have to cut down aimosr to nothing their purchases of 
industrial goods—especially of imported goods* which become 
impossibly expensive as the Governments of the agricultural 
countries impose high urifls on them, partly to protect home 
industries, but also partly in order to biianoc their intemadonal 
accounts. For the in agricultural prices reduces the yield of 
the exports from these countries, leavmg them with Icsa foreign 
money to cover their purchases of imports after mert^ such 
debts as they owe abroad to foreign owners of capital. This decline 
in the purchases of industrial goods by the agriculturists deepens 
the depre^ou in the mdustrial countries; and further depression 
in these tuarkeu helps to force agricultuiul prices down further 
still, 

Agricutiuri and Jndufti^ Intrract 

Thus industrial and agricultural depression interact, showing 
themselves in unemployment in the indusTrial areas* but in the 
agricultural areas rather in a general fkU in the scandard of living 
far below its normally low' levels. Prices in both agricultural 
and industrial areas; hut the fall in agricultiire is usually the 
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greater, because agricultiiiral produtticm is not cut do^™J^ at any 
rate until the liump has continued for a constdcrable t i m e 

\Vc have already seen a part of the reason why deprasbn in the 
industria] countries falls vritli special severity on the exportmg 
industries. It is not only in agricultural csiuntries that, when 
market conditions become adverse^ attempts ait: made to cut 
down imports to the greatest practicable extent. In the indiistri^ 
countries also, manufacturers demand increased protection, in 
the hope of mitigating the effects of the foil in demand on the 
sales and prices of their own products; \shile the MI m exports 
creates exchange difficiikies sunilar to those which arise in tlie 
agricultural States, and makes the Governments concerned ready 
to listen to the claims of the mamifacturers. Thus, periods of 
world depression ape usually periods of increased restrictions on 
foreign trade, as each country attempts to protect its own 
nationiils against tlie efFccts of the general worsening of economic 
aHhirs. These practices, when one country after another resorts to 
them, lose moat of their effectiveness from the standpoint of each 
of the countries concerned; for countries cannot pfotiper by not 
taking in one anotheris washing. 

What results is a gcuGfal ahrinkage m the volume of world 
trade, and tkeretvith of world production and employment as 
vk'di, wherever countrica allow die volume of employment to be 
regulat^ by the conditions of the market. No one country, how¬ 
ever, dares give up its beggar-my-neighbour pol^ as long as 
others persist in the same couiscs, for fear of having Its market 
flooded with imports which will throw more of its o%yn workers 
out of jobs, and w^iJl aho dislocate its balance of payments. This 
was what ^ppened to a considerable extent in Great Britain in 
1931, as H consequence of the world crisis; and it led this country 
to abandon its traditiomd policy of Free Trade, and take to 
Protectionism instead, in addition to ^ving up the gold standard. 
Whether these measures were really necessary—cither of them or 
both—we need not pause to consider just now. Our present con* 
cern is that each country^i attempt^ m time of depressiort, to 
protect [ts ovk-n home nmrket is bound to cause a severe contrac¬ 
tion in the amount of world trade* Thb reacts with particular 
seriousness on the industries which produce manu^ctured goods 
for export—including both capital and consumers' goods; for as 
a rule countries find it much easier to dispense in bad times wth 
imports of manufactures than to curtail ihcir normal imports of 
ratv materials or foodstuffs to the desiied extent—espedally if the 
prices of such goods CilJ much more sharply than the prices of 
manufactures. 

33& 


Ind:atrUs in d Slump ^ ^ * l* l 

The liccond gfroup of mduatries in the induatrid countriM which 
suffcTY in axi exceptional degree when depresson seta m b that 
which produced mainly capital goods^ whether for the home 
market or for expert. Unemployment and the faU in production 
are in generaJ much more se^'cte m the industries which make 
'capital gooda^ than in those which tnake ootisumcrd goods fbr 
everyday use. In more techmeal language^ *in\t3tmeot^ declines 
more than ^conaumptlonj* despite the lall in consumption which 
follows upon the losA of purchasing power by those who are 
thrown out of w^ork. Such mdustnes as shipbuJldingj, iron and 
steel manufacturej heavy engineenngj and^ as a rule> buildings 
suR^ a much giratcr decline in activity than such mdustii® as 
food procesxingf clothitigt printing* and the lighter metai trades* 
which work mainly for die consumers* market. 

Before we consider the reasons for this severity of depression m 
the industries which make capital goods* IcE us see what actually 
occurred to British industnes of various kinds in the great slump 
^)f and the ensuing years* 1 have chosen for tliis purpose a 
number of industries w^hose fortunes illustrate what happened to 
the main branches of production and service during these years 
of worldwide distress. In the Table on pp- 140-41^ the chosen 
industries and services have been divide into eight groupSj 
related in broadly different ways to the productnT system as a 
whole. The grouping is bound to be to some ^ent arbitrary, as 
certain industries could be assigned to more than one grtJup, The 
metaj industiics export a substantial portion of thdr pniducU: 
a large part of the product of the woollen and worsted industries 
is consumed at home: the bnUdmg industry buildx Qictoi^ as 
well as houses; and so on* But anyone ivho docs not like my 
grouping can make another for him^f 

It will be seen that Group A (industries making capital goods) 
show ed by far the highest addition to the per«nt^ea unemployed 
between tgag and the years of deep dcpresion. Group B (iraus- 
trio making durable consumers" goods) ^dso showed very Urge 
mcreaseSp starting fircun a much lower level of unemployment in 
1939. On tlic Othca: liand. Groups E and F (industrits producing 
foods and other immediately consumable supplies) showed much 
smaller increases, both absolute and proportionate* than the eon- 
smictional industries. Moreover, the fi^es for Building can be 
furtlitr studied from annthcr source, so as to separate reside nti^ 
building from the construction of Ikctorica. These data show the 
values of building plans approved* and are therefore affected by 
the fall in prices* but this does noi affect thdr significance for the 
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B [xwc iji hand. \Vhcrcaa die valtie of plans passed for rtsidendal 
dinp, after filing by SJ per cent, from ipag to i§3i, rose by 
*933 to 41 per cent, above iht level of the value of plans for 

fectories fell rapidly by 56 pCT cent, up to 1931, then 
recovered slowly^ but wp< adll in 1933 over 40 per cent, bfdow 
the level of 1939. 

Unemployincm was abo exceptionally severe lu judustriea 
which produce largely for export {Group D). This group had 
already a high level of unemployMni in tgag—to that we shall 
come back later—but the additional unemployment that ivaa 
recorded during the depressjon was higher than in any other 
group except Group A. It is abo 10 be otwrved that die period of 
^ An cmwciglited h oae in w 3 ^b each iletn k gtiren equal viiuc. 

irreipcciivc oT it* degtte uf imptirUJiec* Thu^ in thh TRNf^ iled-^iii^ling Rud 
engineering ere given equd weigbt^ thnufli cngicMrinf empZny* tunny mofr 
worker^ 
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nutxUnuni dcprcssiou cscic m gcDcrsil cafIkt m the export todcs 
than ebewhert, and that recovery abo iet in woner. F^our of the 
five Indiutria paued through their worst uncinployment 

in 1931, and in all of them there had been a substantial recovery 
by 1933- Even in the cotton industry, which was at its worst in 
1933, things were nearly as bad in 1931, and greatly improved 
in 1933, The chemical industry, which 1 have assigned to a 
dilTerent group, also had its worst time in 1931, and had sub¬ 
stantially recovered two years later. The hosiery industry had 
a jimiliir txpericnoe. 

The iiidtutrid producing goodi for immediate conaumption 
and the services such as diatribuiiod and public udlides showed 
the smallest increases in the proporlion of ^vorkers unemployeds 
In the transport group, tram and bus services naturally showed 
an even more marked subUity of employment, whereas shipping 
services very heavily affected. The lowest average ratiLs of 
unemployment t^oughouc die yean of severe depra^on were 
recorded by the following trades {of those selected for the Table) % 
trams and buses^ Cobaoco^ laundries, flour-milling, printing, gas, 
water and clDCtridty* The highest were for shipbuilding, steel, 
public contracUngi tinplates, docks, shipping, cotton, construc¬ 
tional engineeringt and coal-minings 

IVhy tht CapiSal Goiids orr M&si DepKsied 

llie reasons for these sharp differences in the incidence of 
general depressions on industries and services of different types 
are not difficult to sec. The demand for capi^ goods^ in the sense 
of instruments of production, such as Eketories, majchlncryp ships, 
and the materials used m making them, is what it icchnicaily 
called a ^derived* demand: it depends on the expected demand 
for the final consumable products which these instruments of p^ 
duction or transport can be used to moke or to carry about. The 
amounts which owners of capital are prepared to Invest, or busi¬ 
ness men to borrow from them for mvestmcDt, obviously depend 
on the expectations of profit which they enieitain. If elective 
demand for goods and services In general is CKpected to expand, 
that b a reasdn for buying more machineiy, etc., in order to be 
able to make a profit out of catering for thi< demand; whereas, if 
denumd is expected to (all off, that b a strong reason for refraining 
from such investment. In other avoids, the demand for invatment 
goods dq>ends on the current capEtalist s-iews of the prospects of 
the markets for cotisumen' goods; for all products either are 
consumers' goods or are destined to hdp directly or indirectly 
in making cansuraers" goods, or lo be exchanged for them. 
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Consumption is the only end of production; and It would be mere 
folly to pile up instniments of produedon in the absence of 
expected means of disposing of their products. 

In bad rimesj then, the amount of‘investment hiUs off sluirply, 
because the prospects of profitably enlarging, or even of main¬ 
taining, the sales of consumers' goods and services grow leas, or 
disappear. It may aecm that, if the sums withheld from 'invcst- 
ment^were applied instead to the buying of additional quantitits 
of consumen’ goods and services, no hann would be done, and 
die volume of production luid employment would be unaflccted. 
This, however, is not what actually liappens: nor, if it did, would 
the effects be negligible. The trades producing consumers* goods 
and sertiees could not at short notice expand their output to meet 
this large shift in demandt nor could the workers displac^ from 
the investment indurtrics shift over suddenly to quite different 
i p;iu A puddicr cannot turn suddenly to making puddings, or a 
machine-maker into a maker of boots. An attempt suddenly to 
expwd greatly the dcmatid for C£hisuih<ot goods, ici (hoc 
sharp decline in the demand for investment goods, would in 
pracW leave plant, business ability, and skilled labour dercbet 
In the dedining trades, and would at the same time force up costa 
of production and prices in the expanding trades, could 

largely increase their output at short notice only at rising costs.* 
Thus, even if all the income wilhjdrawn from investment were 
transferred promptly to consumption, senous dislo&tion would 


arise. 


All the income is not, however, thus transTcrred. Tlie agencies 
which would have ^iiait money on investment goods do not as 
a nil^ when they reduce investment, increase com^ption 
instead. If Imperial Chemical Industrki de^cs to refimn from 
building a new foctory, it docs not expend the sum withheld oti 
champ^e for its directom; nor does it nay this money out m 
higher dividends to its shareholders—much less in higher wia«« 
to its employees. It treats the money as <»pital, and il m 
rer«w-or, in other words, does not spend »l at aU, untd *1 th^ 
the time hw come for reauining active mvcstiMnt m the ^ht of 
improving imirkct prospects. ‘Investment, howev^, wiU fall p 
nol merely in proportion to the ex^ed fell m the dmmm^r 
consumers’ goods, but much mnre. If the sales of consumers goods 
1 Ifpreviotolv d«« W bcea MwklHaHe unused expndiy in He induit™ 
mnkiii CQiwUtMo' ^ uplo • pQim to tte 

wii HOwfi evTfl « lalliiW ®vt Hrit mmiM bt a limit co ihw 

wnSaity, and if die of unu«d capaoty w^ied nmmly 

Cuibummu of pUiuttiiw, « if isferioT kbouf hnd to be cmpJoltd, co»u 

Imri tCl ftl3C At OCCCi 
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Ikll ofl at all«or are tptpcticd to fail uS^ the demai^d for Rieans of 
making or transporting sndi gcxida will be likely to fail off much 
more ^arply^ because moat majiufhoturers or tramport under* 
takings will be able to make do with the instruinents of produc* 
lion or cont'cymoce whidi they already have* without buying 
additloruJ ones or even replacing all those which wear out Of 
become obsolete. 


RiUtipe Dfjnand /or Producer}^ ojid Consumin' Go^fds 
In the acoompanying diagraziis I have taken a series of 
imaginary examples of the en^ts of this tendency^ Diagram A 


DIAGRAM A 



In ihb Biid mbscqiKoi diji||miiu Deprcdaiion Mad OUdweaccof 
Manhcmy arc msrum^ to be at a rate of to pcJ' cent, per annym^ 


show's what w'ould happen undor conditions of perfectly smooth 
economic progreasp with consumers" demand growing at a con¬ 
stant rate of five per cent, per annum, and the dqjreciatioq and 
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obdolcsccncc of machinery a bo proceeding aC a corutant ralej 
which has l>ccn taken at ten per cent, per atinum. Under these 
conditions the demand for machinery, indudlng both rcplaoc- 
ments and additional plant, would advance at iJhe same mte as 
the demand for eonsumera' goods^ and both types of industry 
would move smoothly forw^ard without any change in their 
relative demands for labour^ 

In the second diagram I have inibstituted for this smooth expan* 
sion of the demand for consumers- goods a Luie which represents 
the aclnial oourae of the output of contnmers^ goods in the United 
States from 1959 to 1940^ covering the period of the world 
cconumic depn^ion, the New Ekal, and the years preceding the 
entry of America into the Oi&^TBin O sHows the Qctu&i 
nclatnic movenients of the pnodjuedon of consumcra.’ goods and 
mvistmcnt goods m the United Stato over this period. ‘Invest* 
ment goods’ are, of course, a much wider category than 
Wchineiy,' including buildi^ and durable consumers’ goods 
of all sorts as well as a ^vide range of capital goods af{«tcd by 
pubUe demand. The New Deal, in lacf, largely cxplaiia the 
recovery in the output of investment goods after the deep 
depresuon of (932-3. 

Diagram B shows how an ima^ary manufaetuier of con¬ 
sumers’ goods would have reacted m his demand for machinery 
to the fluctuations in the market far consumers’ goods, if he had 
aJwa^ looked a single year ahead and had always correctly 
anticipated the next year’s level of demand for his products. It is 
assumed here, as in all the flgures, that the machinery wears out 
or becoma obsolete at a constant rate of ten per cent, per annum, 
so that, in order to maintain output capacity unchanged it is 
necessary to replace ten per cent, of the maidtines every'year. 
Thus, our manufacturer, if he started with too machines in 
Year I, when demand stood at too, would be able to meet the 
whole of the next y^’s demand, which fSell to 90, without acquir¬ 
ing any machines cither for replacement or for expansion. On this 
occasion—the unexpected opening of a criiis^I have departed 
from the assumption of correct forccastuyg of demand, and have 
assumed that the manufacturer pmvided in Year 1 both for 
10 per cent, reoewala and for an expansion of 5 per cent Icavinir 
him in Year II with 105 machine units to deal with a demand (or 
only go units ofconaumcm’ goods. In Year II, correctly andcipat* 
mg a furtlier fell in demand, he need order no machines at^t 
and, even if he ordeni none, he will still be left with a surpiui 
capacity (94-5, as against a demand of 85) in Year III, £%-en if 
he placet no orders for machines in Year lit, the further fall in 
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consumers' detnaruj wiU leave him with much the same surplus 
capadiy (85 against 75) in Vear IV; but for Year V he correctly 
anticipates a considerable recovery of demand, and_ therefore 
spends on rcncsvals hb full lO per cent nedtoaed on hb reduced 
equipment. Thb correct forecasting enables him to rcaidi a 
hftla prwi position (65-85) in Vear V, By tbeo antidpating a 
small further revival of consumers’ demand, he not only places 


DIAGRAM C 



ordcra for rencvrals at to per cent, of hb machine capacity, but 
oideia two additional machines. Thb leaves him slUl with a 
balanced position (B7-87) in Year VI; but he now anddOTtes 
a much greater revival in Year VII, aitd orders, over and above 
replacements, ten additional machines. Anddpatii^ higher 
demand in Year Vril, he follows the same policy m Year VII, 
ordering eleven addidonol machlnra, as weU as replai^ents at 
the higher Bgur* requiifti by the mcftaic is hU totaJ itiAchise 
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capacily, StQl cxprcting mcrcascd dcmiazid in Vcnr iX^ but at A 
slo^'cr ratc^ ht mnintain^ )ii$ full pruvUion for m 

Year VIlip but unjcrs only sue additional mncdiinc^, HiercaAcr^ 
howeverj he e^zpects a serious recession in Year X; and accord¬ 
ingly in Year IX he neither orders additional machines nor 
replaces those which wear out. His demand for machinery falls 
suddenly to stcro. The rcoesiong however* is short-lived, and m 
Year X he anticipates a sharp revival in Year XI. He ha* had 
very little surplus capacity in Year X* and accordii^ly he makes 
haste not only to resume provision for renewals hut also to order 
a large number of additional machines in order to cope with the 
increased dein^nd. The following year^ anticipating a slower 
increase* he still orders additional machines as well as replace¬ 
ments, but not so D^ny. What he will do in Year Xll wt caimot 
say, as we arc making po assumption about copsumers’ demand 
in Year XIII. 

Under the conditions here assumed, the demand for machinery 
ranges^ over the eleven ycarSf from nearly 24 to icro, orp treating 
Year I as 100, from 15ft to ;zero* whereas consumers^ demand 
ranges only frcrni 116 tn 75, 

So far we have been asginning perfiart foreknowledge in the 
manufecturer of the level of nmtt year's demandp and a policy 
based exclusively on that knowledge- In Diagram D I make the 
alicmative assumption that the manulacturer bases his demand 
for machinery^ on the consumers^ demand of the current yeaTr 
thus acting in expectation of a continuance of the esdsting le^ of 
demand* This assumpLion leads to still wider i^uetuations in fhe 
demand for machinery. In three years out of twelve the manu¬ 
facturer orders no machines at all, Vi^hcreas in Year XI he orders 
tw'cntyTour machines. 

As either assumption is to some extent unreal, I have shown in 
Diagram E the result of averaging them. I malrf* no pretence that 
such an averaging process has any basis m statuticaJ tlieoryj bui 
the effect is lo pttxni a picture which probably comes someivhat 
ntaner reality. Maaufaciiirera act ndthcr tvith fill! nor w-ith no 
knowledge of fuiure prospects: nor are they uninfluenced or 
wholly influenced by currcrni levels of demand. On this mixed 
assumption, there Ls still one year in which no orders at ail for 
imchi^ arc placed; and this year follosva immediately upon the 
OTisii. Thereafter, the demand for machines altcrriates between 
exceeding and 6JIiiig below the demand for consumers' goods. 
If y>ti comp^ Diagram C with EHagnim E, we sec (hat in the 
great Amencaii depr^ion the deinaad for invesetnent goods in 
general was very much mnre sluggish during the recovery' than 

35* 


tbc asiimcd demand for machinery ns in Diagram The 

American criib of course excepdonaily a erkia of fauanucsi 
confidence, notabLEi: for the immensity of the shrinkage of invest- 



lUJtATiifvm DsHAjef} foa CdmuMEitj' Coon. 

DiAgTsm E ihcmv oomumerv^ iScman^ ai in but uvcr^if^ the retulti 
fiT aRiumpi^aai B Ctad C« 


ment which it involved. Tn a considerable extent^ Amedciin 
organisers of uivcatment in capital goods went on strike; and only 
the New Deal cxpalicnts prevented the dem2tnd for capital goods 
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from neinaining even lower tKaJi it vraa for several years niler the 
initial depression. 

ModiJiaiiiQni in Ff^&C 4 

Of course, I am not suggestine ihai the demand for machinery 
as a whole will ever in fact fcUow the course shown in my 
ima^nary rigurea+ In practice, howe^^cr low total consumers" 
demand may faU^ there will always be jeiiw manufaeturem w'ho 
will Older machines for replacements and even some branches of 
industry which %vil| continue to oepatid during a slump. In some 
coscs^ technique will be changing so fast that there will be a 
demand even in the worst times for Uic replacement of obsolete 
types. In other cases, different machines will be needed^ when 
manufocturers sivitch over from one type of production to another 
that ia Less depressed, hlany factore will modify in practice the 
degree of ductUlUion in the demand for machini^ and other 
instruments of production^ In the "thirties, for tstample, cycn 
when shipo^vTiers w'cre laying up redundant cargo ships and the 
shipyard order books were empty of commissions for ordinary 
steamers^ there was a demand for oU-tankert because of the 
increasing use of oii-fiic] in many branches of production and 
transport; and there w^as also $ome demand for diesel-engined 
vessels which were lepLacLog ordinary steamers. Again, the 
stimulus given to the use of electricity by the biiilding ofthe Grid 
caused the demand for electrical machinery and equipment to be 
well sustained during the years of depression However^ a fall very 
much less catastrophic than Is ahowm in my imaginary Figures 
may still be several times as large as the fall in the d^iand for 
consumers^ goods as a whole, and may set up very serious 
reacdons on the balance of the economic system and on employ'* 
ment in the madiine-making trades and dbtrieu. In the 
American example* craploymeru in the investment induscries fell 
in 1932 to about a quarter of what it had been in 1939, and did 
not r^ain the level until 1939—and even Lbeu only under 
the stimulus of war orders from Great Britain. 

TAtf Buitdmg Imkstfy 

The building industry, which is also a codatnictioma industry, 
but produces Murablc consumers" goods' (holies) as well as 
'instruments of production" (factories* warehousoi, etc.), stands 
on a somewhat dirferent foDting Ihim the machine-making indus- 
triei. The den^nd for housei is not only innuenced very greatly 
by public policy, which may stLmuhue it by special subsidies in 
periods of busineu depressiou, hut is also liable to speeiaJ 
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rcanomlc influcncis. As wc have seen in a previous chapECT^ the 
"economic rent^ at which houses can be let depends not only on 
tiae capital sum which thtry cost to build|, and nn the price of 
land, but also on the rates of interest which Iiave to be paid on 
the capital inrated in them. Thus* for a house costing £500 to 
builds the charge for interest only at 5 per cent, (apart from 
ground rent} wlU be £^5 a year, whereas at 3 per cent, it will be 
only if 15- High rates of interest Uius mean high rents* and arc 
dctcjTcnt both to house-seckers and to would-be builders; whereas 
low rates are encouraging to bath, Hcsfwcvcr, house-^buUding will 
not take place, even at low rates of interest^ unless there be an 
cflfcctive demand for new houses at tlic rents corraponding to 
these rates; and accordingly anything that reduces %vages or 
salaries and adversely affecto the ability of vs‘Ould*bc tenants to 
pay is strong dlseouragefncnt co tlie building of tlic smaller types 
of dw^cllings which make up the bulk of the supply. In practice^ 
for a long time up to about 1933, homes had not been hviilt in 
suHident numbers to prevent a ikJl in natbuaJ sUmdards of 
aocoimnodadon* and this shortage went right back to nearly the 
beginning of the present century. Moreover, such houses as were 
built, except when local authorities undertook the building with 
the aid of Sta te subsidies, were mostly not for renting hut for sale 
at prices beyond the means of the vast majority of wagCHcamers. 
From 1933 onwards, low^cr rates of interest carried with them a 
great expansion of house-building; hut even at the low'cr rates few 
houses ivcrc built without subsidy for letting at rents within the 
means of the majority of Avorkers* and moat house-^building^ w^as 
still directed to the provision of houses for sale with the aid of 
advances from Building Sociedcs and other similar agencies. 
Total house-building accisity, however, rose to a high ievek ^ 
soon as it was stimulated by ilic fall in interest rates. The ntimber 
of houses built by private enterpriw? without State aid* ^vhidi had 
averaged under 70,000 a year from 1923 to svas averaging 
well over ;i8o*ooo a year from 1934 to 1938. Building activity in 
recent times has auctuaicd w^iJdly under these various influences; 
and the building industry, despite the obvious and uigent need 
for its services* has auffered severely from uneroployment, both 
epidemic and endemic—the produet partly of changi^ in 
economic conditions and in public policies, and partly of defective 
organisation due largely m the repeated upsets which it has 
undergone. 

The accompanying Table illusixatca the very special positjon 
occupied by the building induitiy. The firit four colum^ cover 
only housing, »nd omit the tvrt» other main KCiioiu of the Industry 
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—industrial building and repair and maintenance work; but they 
show the better the s^ml conditions to tvhich the industry is 
subject* Industrial building \rtll tend naturally to roLfow a course 
laj]^y determined by the demand for mvestment goods in 
general while repairs and maintenance will fluctuate t»th with 
investment activity and with oonsumers’ demand* Houae-building 
on the other hand depends mainly on the two fectors of public 
policy and interest rales, whose influence is broadly iLLuatraced by 
the figures showing houses built with and without aid from public 
funds* In later columiis I have shown the fluctuadon of total 
house-building activity from year to year as compared with the 
changes in the general level of industrial activity in all fields; and 
the two last columns show the high levels of unemployment in 
building cxi'cn in the good years. Here I ha\re given, in addition to 
the annual averages* the perocnla^ fcjr the June quarter—the 
busiest of the ye:^ and the least L^ble to disturbances owing to 
weather. The building industry incieascd its output of houses by 
68 per cent. bct\vecn 1^9-30 and 1936-7, but had higher unem¬ 
ployment rates in the hiter than in the earlier years* 
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CKAPTMIl TV 


STRUCTURAL UNEMPLOYMENT AND 
INDUSTRIAL MALADJUSTMENT 

In the pHECEHitfo CHAPTER, 1 gavt sotoc acoount ofwhit 
happens to indmcr)' whcii^ for any reason^ a recessioD in cccmomic 
activity oooira. Some mdustricj* wc saw, arc afTcctcd at such 
times much more adversely than others^ and miempJoymcnt 
grows much more in these industries and in areas largely depen¬ 
dent upon than than elsew^hcre. It docs not, however, follow that 
the industries which are moat affected by slumps are, even in 
flumps, those which are v^'crst ofFj for side by aide with the form of 
unernpidyment we have been studiy^^g’^^talled by economists 
^Cyclical^ uncmploymcdt—Hthere if another form—^stmetur^ 
unemploymenc—which may be even more disastrous m its social 
consequenciCSr became it may last much longer and has no 
tendency to disappear, as ‘cyclical^ unemployment does, when 
general economic oonditidns improve* 

In the uncmployrocijt which devastated the capitalist world 
between the vs-ars thertr were these two main elements^ 0^ and 
above what is commonly re^rded as the normal ^friedon* of the 
labour market. Some iincmploynienl of a sort there will bcj even 
in die best-regulated cconomie societyi for there arc bound to be 
intervals of idleness when w'orkeif are changing jobs^ as wcU as 
some seasonal shortages of "work and some short-term unemploy¬ 
ment due to changes in foshion or technique teinporanly upset¬ 
ting the adjusiment of supply ^d demand. Unemployment of 
these kinds, howwer, need constituie no serious social problem 
when the ^neral demand for labour is high. It is to be sharply 
distinguished from the two quite different types of unemployment 
which kept vast numbers out of work, uol merely for a feiv c^ys or 
w'tekSp but for years on end, until many of them lost their ^^ddll and 
capacity to work without fresh training or rehabilitation* and 
bovB and girlfi in the depressed areas grew up to manho^ with no 
chance of learning a trade and came to regard lUe on the dole as 
a norma] and natural way of esdstence. 

Two Kinds i>f Unimptc^mmS 

By ^cv'dical imemploymenl^ is meant,^ broadly speaking* the 
shortage of demand for Labour w^hlch arises in times of gene 
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trade depression and disappears as trade rrviveij whcitsai! ‘itnic- 
hinii Lmcjnploymenc' exists where total demand U defident even 
in times of relative prosperityj or where the available supplies of 
labour do not possess the skills ar>d apdtudes that are urantedj or 
where the capital equipment ofindtistry is not adopted to produce 
goods and services of diHerent sorts in the proportions in which 
they are demanded in home and foreign markets^ 

In the first place, cyclical uncmployirLcnt connotes a gtntrdl 
jhrv^ge in the demand for labourj below what is regarded as 
normal in the light of current experknoe; ^vbereas stnicttiral 
unemployment connotes either a sfmiagi in the demandji 

persisting in good and bad years alikei or partkuliu^ shurfagiJi 
anslng from the existence of surpluses of workers possessing par¬ 
ticular skills or aputudesj or living in certain areas, or from 
shortages of particular kinds of capital couipment^ usually CO- 
exbting vbith surpluses of equipment of others unwanted kinds. 
We must now bneSy consider certain special characteristics of 
tills second type of uncmploymentj, arising from slmsiural causes. 

Jf smiciural unemployment were due only to partkiilar short' 
agest which wc may group together as forms of jndustnal 
rr^adjuftmenty it might be expect^ to correct itself in process of 
time, unless new maladjuatments developed as fast as existing 
iraladjustmenta were dealt withn The process might be long, and 
much sufrenng and economic loss might occur while it was 
happenings but gradually the redundant workers and plant 
would disappear from declining industriesj workers would be 
trained fur alternative types of work and new entrants ViTsidd 
seek expanding occupations, investment ^^'Ou]d shift to expanding 
industries, and arras aflcctod by loss of their old employments 
would either find neiv ones or undergo a lasting lall orpopulatlom 
I shall have something to ray of these proraisses of readjustment 
later in this chapter: the point here is Umt they would occur, 
sooner or later, if structural uneraplQjTncnt were tolely due to 
maladjustment of Labour and capital resources to consumers'' 
demands. 

Structvral Unmpi0p7ifnt in lU Gtnrral Form 
On the other hand, if structural unemployinent is due to a 
general shortage in the demand for Labour, it may have no such 
tendency to disappear. One of the most Tcmarkable features of 
the pcncxl between the war* was the appcaratiocj not in one 
capitalist country but in many, of an apparently general redund¬ 
ancy of labour, even in periods of business activity* This was 
attnboted by some writiax to the rapid development of productive 
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tcchniqucf which had the effect oPdiSplacing labour by KlP-actmg 
mnehinery. I t was called k^hnologkal unemployment. Of 
thk diAplaccment of labour nothing new; it has tmn 

going on steadily ever since the Industrial Re volution. The older 
cconomiirts ahvt^y% argued that, although the intri^uction of 
labour-saving machines might temporarily displace labour* the 
redundant workers would in the end be absorbed b> the expan¬ 
sion of other induatrieSp if not by that of the vcr>^ industry from 
which thev had been discarded. Tlie new rriacbincs, it 
would cheapen goods, and would so enable more to be sold and 
more workers to be employed^ On the whole* in the nineteenth 
century, tliij did happen* though there were often very serious 
and long-drawnniiut sufTerings, as among the handlomi 
But since iqi & at any rate it has signally Ikilcd to happen, m both 
Orcat Britain and the United States and on. a smaUcr scale 

elsewhere- - . ■ 

Why has this failure occurred? I cannot go into the qu^tmn 
fully at this stage; and 1 shall be coming back to it later. But m 
general 1 have no doubt it ss due to a change in capjcalisfn it^ln 
Throughout the mneiocnth ocntuiy those cDuntrlei which had 
adopted advanced capimllst techniquts v.-ere condnuaUy finding 
fresh markets not only at home but also by expanding sales in the 
less advanced countrics> where their machine-made wares com¬ 
peted with those of the native handiarafb or met nw denmnds 
created by the traders among the native populations* ’Iliis proci^ 
of expansion of external markets w^ an essential factor in ahsorl^ 
ing the increased output made possible by technical ^vanoes and 
in stimulating the capitalists of the advanc^ countries to inoej^ 
output still fiirtbcr and to take on additional labouij On the 
whole, this continued to be the position up to 1914, though the 
increasing number of countries engaged in advanwd capitaJut 
production Intensified the struggle for markets. Mer 191 a, the 
procca^ of expaLUsloji w’as notaibly slowed dowup Iru^gcly bccaiijc 
there Vim no mOrc easy nwkets awaiting cxploilation, but also 
because ofa sharp decline in capitalUt confidcnec m the buoyancy 
of world markets and in the security of overseas mvesiment. ^ 
cficcl, the position was tliat the capacity of tlie b^warf 
countries to buy more and more goods from the more ^vancca 
could be developed only by laig® investments designed to ra^ 
productirity in the backward areas, so as to ineretue their effective 
demand* But poUticai unrest and war dislocation made such 
investments look unsafe; and in addition thm was often the fear 
(sliort-siehtcd, as we have seen, but none the Ira uati^J that 
the result of investment m the backward countries would be the 
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growth in them of industrin which would conipcte with diose of 
the advanced countries and thus narrow, instead of enlarging, the 
oudeis for thdr exporta. It waa not nebbed (or, where it tvaj 
realised, the realisation was not acted on) tluit the effect of a rise 
in the productivity of bachward countries was bound to be nn 
increase in their demimd for imporu, though not necasariiy for 
imports of the same kinds as they had previously bought. 


Tht GnwUi of Mmopoly Capitalism 


faced with a lailure of foreign markets to expand, the capitalists 
of the advanced countries abandoned more and more their older 
practices of competition, and combined, both nationally and 
internationally, to regulate output and to share out. by mrans of 
cartels, w^t markets there were. The effect of this was that, when 
technological changes led to a displacement of labour in the 
industries organised in this way, they did not reduce their prices 
to the lowest pracdcable level in order to expand sales, but main¬ 
tained prices fay offering less for sale. They lailcd, accordingly, to 
reabsorb the displaced labour by expanding output. Moreover, 
tilts policy reacted on the demand for labour in otlicr industries, 
even where they were not dominated by cairtels or other forms of 
monopoly; for if the monopolLits discharged worken, the effect 
was to reduce effective demand for other products besides their 
own, so tliat the non-carteiliscd industries had no motive for 
expandmg and could not absorb the bbour displaced by icdim> 
logical forces. ’ 


Thus, the growth of monopoly, rather than technological 
change m ilsdf, lay at the back of the growth of structural unero- 
ployrocnt m the lorm of a geocral shortage in the demand fot 
labour,' and the growth of monopoly, made possible by the vast 
of mvestment required in many branches of modem 
industry, vr^ mtensited by the upsets, political and economJe, 
due to the first V\forld War. But, even beyond this, the derelop- 
ment of monopoly pracdoes was the ou tcome of a change in the 
character of capitalism in the advanced countries when, having 
become more numerous and more oimpetitive one with anoth^ 
they found themselves faced with a situation in which there were 
no longer ways of expanding foreign sales hy invadine the 
markets of the Icsa parts of the world. 

factors which underby the increase after the first 
V\pwld War in structural uncmpbymeat of the kind that arises 
wh^, even in good years, the total demand for labour foils short 
of the supply. Tt can be broadly stated that the effect ofmonopolv 


is alvi-a^'s IQ keep production welt below wbat it would be tcdtnic^ 
ally possible lo produce at a profit, and much below wkat could 
be produced if the only Imiits to pr^uetion were set by tcdmicaJ 
and human factors. Monopoly is essentially an mstrument for 
restricting supply by mamtaining prices, or in order to maintain 
prices, and tterewith profits. The more monopoliatk capitalism 
becomes, the more arc defidendes in the demand for labour 
bound to appear because prices are held at Icvds inconsistent 
with the expansion of demand^ or supplies are directly restricted 
in order to maintain prices^ Under such conditions^ technological 
development is bouckd to involve increasing unemploj-incnt, 

StruciUTol in It Partkuisr Forms 

We may now turn our attention to the second tjpe of structural 
unemployment p which arises where the structure of industry, 
including that of the labour force, is ill-adapted to meet the 
demands which arc made upon it, or w'ould be made if it were 
better able to meet tlicm. Consurncm want^ not simply supplies 
of undiffcrontiatcd goods and services, but goods and services of 
particular kinds. applies bodi to home consumers and to 
foreign customers of the export trades. Every ipcndcr of an 
income applies his. buying power to a number of different puT' 
chases, spending so much on one thing and so much on another^ 
until he has eidier bought all he wnnts or come to the end of 
what he is able or prepared to spends Unless he is very rich^ he 
ia always lefi: in the position that if he were richer he wou^ spend 
more—in other words, he has certain unsatisfied w%nts, either for 
more of things of w hich he has acquired some already, or for 
some of things of ^vhich he has none. The point at which he just 
leaves off buying is t^ed hb "margin* of dem^d, and the pur¬ 
chases whidi he just docs not make are said to lie just beyond the 
'maigim* If his income rose by, say, lo per cent., he would buy 
more goods and lervices, and ^e 'margin^ would be pushed 
further away, though it would still exist. 

1 have taken the example of a single spender; but the same 
principle holds good Ibr the ^market* as a whole. If the national 
income w ere inoensed by lO pear cent., demand for most kinds of 
goods and servicei would rise, but the demand for different things 
Would rise in greatly different proportions* These proportions 
would depend in part on the \my in ^vhieh the rise in incomes 
was distributed between inexjme groups and classes, and in part 
on the varying kitcnsitlca of coruumers* demands for more of 
diflerent kinds of things. 
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Th£ tknumdfcr ImpSfris 

If it could be said that a certain increase in total ineoinCj 
distributed in a certain way, would causse demand to expand in 
such amounts and dirccdons that ic la^uld just be met by the full 
iwe of the existing labour and resources of prodticdon^ the 
problem of securing *full cmploynijent^ would be sbnply that of 
bring^ about the appropriate expansion in incomes and of dis¬ 
tributing the increase aright. But in practice the structure of the 
economic system in tunes of depression never is perfectly odapt^ 
to meeting the demands which will arise if incomes are expanded, 
no matter what distribution of them may be achieved. This is 
partly because, when industry is normally adjusted to producing 
largely for export and many necessary goods are normally 
imported in exchange, Increased iocomca wiU tend to enlarge the 
demand for impH>rts rather than for home products^ anef con* 
sinners will not wish to buy much more of the types of goods that 
have been mainly HCported in the past. There may aocordingly 
be considerable um^d capeity in the export trades which it is 
dilBcult to UK for increasing the supply of goods to the home 
consumer. Or^ to put the matter In a differTcm way, a decline in 
demand for exports may leave resources, induding ’^vorkers, 
idle in the export trades, even though there may be a brislt 
demand for labour and plant to make goods of quite different 
kinds. A change In home demand, from w^ievcr cause orisingi 
can of course have precisely the same effect: 1 stress export 
demand only bex^auK it is as a rule more uncertain and liab^ to 
more sudden and iirational fluctuations. 

If either (a) the demand for certain kinds of exports falls off, 
or {b} home demand changes, so as to ask for less of certain kindi! 
of goods, labour and capital are liable to be left high and dry in 
die industries directly or indirectly affected, ff the M in dem^d 
is cjqpectcd to be permanent, obviously the right course is to hroit 
the lnfloi.v of further capital and labour into the Industries con¬ 
cerned, and tf necessary tq organiK an actual transfer of resources 
out of them into otlier industries in which tliere b an expanding 
demand. It may, however, be impracticable to apply the exisdi^ 
machinery or buildingi, or much of them , to other us«, and diffi¬ 
cult to retrain the older workers for new jobs. Moreover it wiU 
usually not do simply to stop new* capital or workm frem entering 
the industry j for die best chance of checking a further decline in 
demand, or c^en of promoting a recovery, may be to spend money 
on makmg the mdustiy more eifident with new capital goods, 
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and M supply of young new entrants nmy be absolutely necessary 
to keep it going cfEcieritly, even on a reduoed scale. TTierc may, 
then^ be an intractable problem of redundant ageing miichincty 
and of surplus older workers, even while new capital and labour 
are being brought in. Each industry which finds itself in such a 
predicantent needs an orderly plan for scaling it dovra, and where 
possible for arresting its decline by Improving its cflicicncy; and 
such plans may have to include arrajigcmcnts for the retmining 
of surplus labour, 

Thfi DigiculiiiJ qf Migmthn 

They may also have to pro^'ide for the introduction of alier- 
nadve Industries in Sh$ mas in whuJt the declining indmlrks uxre 
ehiejljf tneaUd. It is usually even more diScuJt to move large bodies 
of workers from one town to another than to shift them from one 
job to another m the same tovi'ci. When a declLuing industry has 
a high "location factor' in a particular area, the effects of its 
decline may be disastrous on the entire neighbourhood, and ruin 
may spread through the whole range of local 'service" Industries 
w'hich have depended on the consuming power of those employed 
in the main industry of the area. Shopkeepers may be ruined* 
houses may be IcR derelict; local power^ water and transport 
services may lose much of their value; the local builders may 
have to discharge their workers; a number of the Icpcal shop and 
die local hotel may have to close dicir doonF^ It may therefore be 
of prime importance to save an area from decaying when its 
principal industry declines; and this can. be done oidy by securing 
the establishment of new Industries and training the lo^ labour 
to work in them. This, of course, implies the direction of new 
capital investment into the area, which may require special 
measures^ if the place has got a bad name for being depressedj or 
seems to have no special suitability for any alternative industry. 

We have been speaking of cases in wlddi tlic decline of an 
industry is expected to be permanent. There are, however, 
instances in which It is regarded as likely to be only temporary— 
for example, when depression abroad leads to a in the sales 
of exports but is not expected to lead to a permanent loss of 
markets. In face of such a falling it would be obviously unwise 
to scale down an mdustry, or to clieck recruitment into It, in such 
a nmnner as to put ob^aclcs in the way of its recovery. If its 
rcsourcca^ or a part of them, can be used for ahemadvc forms of 
production for the time being, jo much the bcttcrK If not, it may 
be necessary to leave some of them temporarily unus(^—and 
some labour unemployed—unless it li thought better to keep 
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them fuliy at work and give the products aivay to those who need 
them hut cannat afford to buy them. The United States^ in the 
Thirties^ set up a 5 \irplus Stocks Disposal Gorpamtiou under 
public auspices for getting rid of goods which it seemed necessary 
lo produce, but which could not be marketed through the 
ordinary commcrcml channels. 

Of eoursCj even in face of a lall in markets which is expected 
to be temporaryj it Is ahvays possible to move some of the surplus 
resounxa to other uses. Some machinery^ is adaptable to alier^ 
native forms of production: some labour con be shiiled to otber 
jobs without losing previoufl skilly or even to other areas witboui 
breaking up homes or leaving an undue proportion of elderly 
people in the area which is ahort of jobs, ^me working capltaJ 
can be released from the affected trades and transferred dsc^ 
where- If the factors of production, including labour^ were 
entirely rigidj St >yould be Indeed a poor look-out. It is, however, 
evidently undesirable to go to the same lengths to shiflt rcsourcci 
in face of a temporary depression and of one which is expected 
lastLngly to affect the industry concerned. 

Structural Matadjuslment ajltf igiS 

Great Britain came out of the first World War with an indiistrial 
struemre seriously raaladjipted. The steel, engineering, ship¬ 
building, and other industries directly coimeeted with war pro¬ 
duction had increased their capacity^ in some cases very greatly; 
svbcreas in many of the industries producing for ordinary con¬ 
sumers^ demand plant had been idlowed to become obsokle. 
The building industry, already depleted heforc the war, had lost 
most of iu working force, whereas the coahmincs had received a 
large accession of new w-orken. The coiton industry had been 
scaled down, and had acquired practically no new plant since 
1914. WTiea ended, there was an acute shortage of almost 
everything, except surplus war suppliesi but when the short-lived 
post-war j™m receded p it could be seen that in rnany industrica 
the supplies of labour and equipment were out of adjustment to 
the demand. The iron and steel trades, heavy engineering, and 
shipbuilding und^ent drastic contraction, and acute unemploy¬ 
ment appeared in the areas dependent on them. The cotton 
industry, despite its wartime contraction, was found to have 
emerged with a lalwur force and a machine-capacity lively in 
excess of the reduced demands of the world market^ for there had 
been a rapid gro^vth of cotton manufactures both in the Far East 
and in the Llnitcd Statei. Coalmining underwent a prodigious 
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slump as exports and home demand fell off together. The buiMmg 
uiduiitr>'^ having rapidly increased its labour force to co|k 
die acute shortage of houses, (bund itself amitten by the ^ure of 
demand when the State cut off suhsidics in die slumpi but 
recovered and began to expand again when the subsidies were 
teocw'ed, after an kiter^'al^ in 1923 and 1934. By 19241 as wc have 
seen;, the post-war slump in a strict sense was over, and production 
generally yvas sivuigii^ ahead. It then became possible to measure 
the extent of the structural maiadjuatment by taking account of 
the position in those mdu^trics in which unemployment remained 
high despite the general rtcot'cry. It could be seen^ as soon as the 
temporary rise in demand due to the Frendi occupation of the 
Ruhr was at an end, that there \V 33 a scriotis redundancy in coal^ 
and an even w'orse one in shipbuilding- The cotton industry too 
had a large surplus, and there were bad patclici in other branches 
of textile production and in engineering. These black spots of 
unemployment were marked out not merely by the mioibers 
in^tilvcdi but by tlic protracted periods over which unemploy¬ 
ment ladled. In the years after 1924—indeed* right up w 1939^ 
there w ere many thoinanda of workers in the depressed industries 
and areas who were out of work year after year, and could neither 
be got back to employment in Llicir old occupations nor trans* 
ferred to others. Indeed, there were not a few tvho in effect hud 
no trades* having grown up to rcgaiti unemployment as their 
normal way of existence. 

Gradually, these maladjusted industries underwent coutrao* 
tion+ Capital investment in them fell ofl^ in some cases almost to 
nothing. Indeed* it fell off too much, so that liitlc T.vas done to 
keep their technical ct^uipment up to date, and ineffitaency 
accentuated their decline. In some areas, young worken con¬ 
tinued to enter them* because there were no other local industricai 
to which they could go^ but there was a drift of the younger 
wwkers, aided by die State policy of'labour iransfErcnce,^ out of 
the distressed areas—a drift vvhi^ would have been much more 
rapid ff there had been more openings for ™ployment elsewhere. 
Even so, in both ecA and cotton* the dedine in the entry of nc\tf 
workers to the skilled trades wns in the ct^d great enough to arouse 
fears of a coming shortage of skilled workers—fears which were 
realised in coal-mining when war put a fmh strain on the 
industry. Readjustment did slowly take place; but it %voiild be 
difficult to imagine worse w^ys of bi-inging it about dian those 
which wens actually followed. For wJiat happened wias that each 
buriticss* in its xtruggle to avoid extinction* staggered along for as 
long as it could* preventing any attempt at orderly rcO'rganisatmn. 


with high oQjtj, based on obsolete pbrnl, tried to under- 

^ desperate sctamble for 
orden. V^orkci? dung m to underemployment, tharine out the 
ranty supply ofjote. New capital could not be because 

there was too much old capital still in the field/and no one 
wanted to put money into industries in which cut-throat com- 
p^tjon was the v^e. Presently, in one case after another the 
stronger 6^, auJed by the banks, forced through some »rt of 
rcorganuation; but the result was usually the creauL of a 

^ costs increased by the sums paid in buying up com- 
pet Uve firms tn ordft to put Uicm out of Wncs, and !^n thSr 
r^utidant plant. Even to the end, some industries resistfd ativ 
thorough reorgaiusation. The cotton industry was still in the first 
stages of Its reor^rbn plan when .var bike oJEin 
■ccMi-l i-ncliistry hud not 3Cd<?Di4^ thr* n j-j-ri fx ■ 

IB ycau-had ndiniiioecTOl a further rhSi^ 

mg blow to these already maladjusted industries, 

It ^ been proved, as fully as anything can be proved hv 
I'"'terweru .hu 

avouluhte hmum .ud dniirution. They have .SS ,he 
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P« cent,, the rate stiU stood at 33-8 in shipbuilding, at 147 in 


coal-mmifig^ and at 17^0 m textile bkadimg and dyeing. In the 
spinning and weaving scetioDS of the cotton industry^ indeed, the 
rate hod fallen to 11 *5 per cent., Lancashire having been excep¬ 
tional ly fucce$sful in at trading otlicr trade? capable of absorbing 
female labour. For men oitlyi the rale among cotton workers was 
appreciably higher, at aa-i per cent. 

Other indostrics which had lost labour to a oonsidcrablc cactent 
beU^een TCJ24 and 1937 included the iron and steel irades, which 
had coniractcd by nearly 40^000 or J 6 per cent.p tbc woollen and 
w^orsted tradeSp which were down by ^ftjOOOj or 14 per cent.p and 
the jute industry, which had fallen by ir^ooD, or 17 per cent. 
There had also been a fall of 39,ow, or 17 per cenL—due partly 
to attempts at decasnabsatlon—in die numbers seeking w^ork at 
(he docks. 

The extent of structural maladjustment can be measured still 
better b>' comparing the percentages of the insured poptiiadon 
unemployed in 1937 in difrerent regions. At that date the rate of 
unemployment had fallen to about 6 per cent, in the more pros¬ 
perous parts of Great Britam—that is^ in the East and West 
MklLands and in the South-Fast. It w-as 7 per cent in the South- 
West, and B per cent. In London, As against this, it was still over 
24 per cent, in Walcsp 19 per cent, in the Northeni Ki^ion, 
15 per cent, in Scotland, and 13 per cent, in tlie North A Veit. 

Thus, twenty years after the end of the first World War, the 
structural maladjxutments which it had left behind had still by 
no means been corrected. Tlicy had been mitigated, to the extent 
that many workers had drifted aw^ay iram the affected industries 
and areas ^ but the dHTcrejicc in prosperity and employment 
betwwn the oicas which had been hard hit and the rest of tbc 
country remained, and in most cas» tlie affcoiol industries weone 
still in a liod w^y* even after the long process of scaling down. 

Afai^iijtistmint ihe Second World Jf'ar 

What further legacies of maJodjustment will the second World 
War prove to have left behmd? There has been, of course, the 
same agglomeration Of Labour in the industries making tnunitiom 
of war; and there has been the same pToblcm of rapid demobilisa- 
don of these industries—shell-fiUing and work on explosives, 
aeroplane naanufacturc, and so on. There is not, how-ever, the 
same need for a drastic reduction in stcd-maiiug capacity, Steel 
production in Great Britain was at about the same levrl in 1945 
as in J939, and, though this was 1,730,(300 tons higher than the 
average output of 1935-^f ^bc increase w^as secured by fuller use 
of pre-war plant mthcr than by neiv construction. Most of the 
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addidonai steel nctsdcd for the war cflbrt was imported, and not 
produced at home. Nor, as ivc have cause to know, did the coal 
industry increase either its capacity or its effective working force- 
The output oT cotton yam fell to three-firths of the very tow 
awr^ output of 1935^- Outside the trad« directly maiiitij 
tnunitiorts of war, ineludiitg aeropLanes, the greatest expansion of 
capacity took place in the machine-tool industry, which is a 
branch of geitH?^ eogineeriiigi and in this case there has been 
a great revolution in technique, enforced by the necessity of 
using a mudi higher proportion of umkiJlcd labour. The existence 
of t^ increased capacity will obviously facilitate the rapid re¬ 
equipment of a wide range of civilian industries which nerd new 
maefouery, and is alsu serving as a very useful basis for the 
devdopment of exports to countries needing rehabilitadon or 
setting out on projects of industrialisation, flow much scaling 
will be required will depend on the pace at whidi indus¬ 
trial development proceeds in the coonomicallv backward 
oountriea; and it will greatly help uj both in balancing our inter¬ 
national accounts and in easing the home transition from war to 
peace tf the overseas demand for machine tools is brisk and 
w^U-fustained. 


The re-sorting of the labour fonjc following upon the end of 
the war has two mam aspects, which cannot however be com¬ 
pletely distingmsbcd. These are, first, the demobilisation of the 
anwd for^, the civil defenec ser^-ice^ and the war industries, 
and secondly, the readjustment of the country's employment 
cajMCJty to fit m With post-war needs. In imd-1944, out of a total 
male ppuladon {^ed 14 to 6^) of i5.9io,oc», the bmad dis- 
tnbution was as follovi-s: 4^ millions in the anued forces (exdud- 
ii^ prOTuers and misaing), a quarter of a million in eivU defence 
3 J nuliions in the war indnstrica, nearly a million in agriculture’ 
well over 3 milbons m other basic industries and services indud- 
mg ^,ow in mining and over a milUon in transport, under 
3 muiions in all other industries and services, and about a million 
rebr^, at school or college, unoccupied, or unemployed. As com¬ 
ped wth 1939, there were 600,000 more males in the war 
mdustnes [met^, enf^ecriiig, shipbuilding, chemicals, etc.1. 
about 100,000 fewer on the land, 6fi,ooo fewer in the 
65,000 J^r in the public utility services, [a4,ooo fewer in trans^ 
port and ^^es, 141,000 fewer in the food, drink and tobacco 
trades, and about 94,000 fewer in the national and local envem- 
ment servit^ ^bined These are all basic industrL and 
services, which had low rcUtivcly Uttle labour. Of the industrio 
and services less essential for war purposes, building had lost 
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male workerj^ textii« and dolhing 253,00®;, other manu¬ 
factures (mcludlng boots), 506,000, dismbution 9i6,octo* and 
other services, indudlng general clerical work, 529,000. 

On die face of the matter, if everything %vcrc to return to the 
position it had in 1939, thepx wouJd have been 4,780,000 males 
to mum from the aimed forcesj civil defence, and the ^var indus¬ 
tries to other oecxipadotis or to unemploymEnE. Of these, 
3,527,000 would have been atBorbed in occupations which had 
lost iabouT, and 1,253,000 would have failed, or would not have 
wanted* to find joba, either as employees or in any other capacity. 
Over 1,500,000 would have gone back to distributive or ootn-^ 
dicitial work, or to the public services, 694,000 would have gone 
back to budding or civil engineerings and the remainder would 
have been distributed among a tvide ran^ of occupations.. 

All this, however, ij on the assumption that there would he no 
cbajigCj as a consequence of war conditions, in the employment 
of women, f f cveryming w'ere to go back in their case to where it 
was^ there would have been 1,0&,ooo women to be discharge 
from the services and the war industries, and a further 882,000 
from other occupations, making 1^7501000 in all,^ But thpe 
would Imvc been only 400,000 jobs available for them outside 
domestic service. There would thus have been 2^350,000 to spare, 
for damestic work or for nonc^ as compared with an unemployed 
roll of about 300,000 women in 1939. In lact^ the number of 
unoccupied women and domestic servants together (agod 14 
to 59) had [alien in j 944 by about 2,420,000. The change in the 
numt^r of domestic servants during the war is unknown;* but 
obviously it accounted for a laigc part of the increase in other 
forms of women’^s employment, the rest being mainly due to the 
employment of married women, and only a small part to that of 
single women who would liavc been unoccupiwl hut for the war. 
The addition to the number of women likelyii as post-war con¬ 
ditions settle dawn, to be seeking jobs in occuparious other than 
domestic service therefore dcpeocLj mainly on what happens to 
domestic service and on the catent to which married women 
seek to continue in employment 

Would a rctum to the pre-war distribution of workers by 
Occupations have been likely £0 turn out badly wrong in relation 
to post-war needs? In at least one industry. It would obvioi^y 
have follcn much below what is required. Building and dvil 

^ Pflrt-itokc war wpeken been aiuited each u half a full-tiiDt wcirtw 
^ the*c Calculaiioiii* 

*Thi=Tt were doretiti: smanis ml the Oniiu « 153*— 
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CB^ccring not merely n«d back the 694,000 men they lost, but 
eaU for a substantial ^dlcion to their pre-vfar working force of 
nicy oertainly nnd together m many ju 1.750.000, 
and perhaps more;' and they need mainly men, and arc not in 
a position to mtutitute women to any appreciable extent. On the 
other hand, the distributive trades will obriously have to do with 
many fewer men riian the 1.886.000 they employed in iosq and 
ran substitute women to a very large extent; and there can also 
be a ooosidcrable substitution of women for men in commercial 
^pations, and in the services of local and nationai government, 

I do not here include the huge number of women teachen who 
wi obviously needed os fast as they can be trained, as they 
wUl lx not substitutes for men. but additional recniiu to the 
teaefamg profession. 


Pre-war Trends and Their Contirmanee 

The pre;war trend^s in occupational distribution wen* stromrly 
towmds higher numbers of workcra in tbc distributive trades in 
road tr^port, m hotels and restaurants, in laundries and in ’the 

*' between them attracted 

1,130,^ addiuonaj insured workers bettveen tosta and 1017, 
Md of this nu^ 709,000, not induding sm^l AopkecS 
’'S ^‘“‘nbutive n^es alone. Building attracteSriiS 
3 i4,0t^and_ the eleetn^ trades 174.000. Motor manufacture 
attracted 148,^ and the minor meta] trades over no 000 As 
against t^, the insured workers in coal-mining dedined bv 
39S.OOO. m cotton by 15^000 and in shipbuilding and marine 
engining 1^ 94.000. In all manufacturing industries, taken 
ttjgether, the increase m the number of insured workers wm onlv 
540.000, or less half the increase in the 
wupaoons menuoned above There was. in effect, a marked 

industries towards the 

icrviccs ajwi builaing. 

WiU these tendencies continue? The increase in buildW and 
engme™ certainly wiU; but the prospects in the dis- 

even if small shopkeepera remam m imdinimishcd num^ for 
much economy of man-power in distributiun, at both whol^c 
and retail sugra; and it seems likely that its growth will be at 
any rare considerably rio^ down. It had in fact been slowing 
down for tome lime before the war. On the otli» hand^f 
groviTh of the cleclncai trades, of motor manufacture of thc ’lmbt 
metai trades, and of road transport will ahno^SSiy cSSe^ 

I S« 6,5f, 
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and ao probably will that of hotel and ratamant and enter* 
tainment riadcs. If all these increasing occupations had gone on 
growing for the past sex'cn years at the average rate of 19^4-371 
i^cy w'ouid already have absorbed nearly a roillion and a half 
additional workers. Even without the distributive trades^ they 
would have absorbed more than 900^000+ 

Seen in the hght of these figures^ the sheer lahctir problems of 
rediitributing the populadon so as to oorrcct strtictiiral anomalies 
do not look too fonmdablc^ There flhoutd be no great difHculty in 
finding and where necessary training the right numbers of workers 
for the jobs that will be nccded“providcd that the jobs are there 
for thcnij and in the rigltt places. The fundamental diEBculties in 
the way of structural readjustment art not^ save in a few speda] 
eases such as the building crafu^ those of occupational skill- They 
are rather the difBcuLtics of right geographicaJ distribution of the 
openings for employment and of provisinn of adequatCt up-tt>date 
machine equipment and other instruments of production and of 
effident business organisation. It is necessary both to bring about 
to adequate expa^on of the fachidcs for employment in the 
industries and services for which there is an expansible demand^ 
tod to secure that the openings shall be rightly distributed in 
relation to the numbers and qutoties of the persons scfddng work* 

The LociJtion of fndmiij 

It may be thought that, for a pmod after the return of peace, 
population will be mirticuiarly fluid and ready to go arnwhere in 
• pursuit of an eligible job. hut this is not the case. In the fiiit place, 
there is the acute shortuge of houses^ w hich compels people to 
settle, or to stay, where they can find accemmodation. Even if 
house-building Is taken In hand very actively, this shortage will 
be hound to persist for a considcrabLe time. St^ndJy, workers are 
not single, detachable units, who can he dispatched quite simply 
wherever they are asked for. We learnt to recognise this fiict in 
WTirtimc, even when we exp^cd people to put up with the 
separation of families and the life of grossly overcrowded lodgings. 
In time of peace* it is not possible to "direct* workers against their 
wills* or to ignore their discomforts to the same extent—the more 
50 b^use they arc heartily sick of separadon from homes and 
friends and Strongly rcsentfui of any polidca which seem to them 
CO thmaten further upsets. It is therefore necessary to secure that, 
os far as possible, ea^ place offers balanced erpenings for employ- 
roent* with the right propoitioni of jobs for men and women, tor 
workers of different ageSp and for workers of diffctem degrees of 
skill and different kinds of dexterity—all, of course, m relation to 
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the industrbl traditions Of war-aC4|iiired habits of each local 
population. Unless this is done, the right thijorctidal distribution 
of occupational openings for employment over the country m a 
whole may work out quite wrong in practice. This involvci public 
control over the location of industryi in order to bring about the 
right balance of employment in each place. 

The other factor is that of equipment. This is, of wurse, the 
same as the problem of Investment" which has been discussed in 
a previous chapter. In relation to the i^uestmn of structural mab 
adjustment, what It involves is a deliberate plan of industriid 
reorganisation, baaed on thinking out the right sLec for each 
iudustry in relation to post-war juarketa, the right scales and 
methods of production in accordance with the most n^to-date 
techniques^ and the right distribution of plants in relation to 
sources of nmteri^ils and access lo marketJi^ as well as to labour. 
1 1 involves scaling down dclibemtdy those industries which^ need 
scaling dowu» i.n. such a way ajs to pul out of use the least eligible 
plants, with all the factoni of eligibility taken into account, and 
not those pUnts which—p«nliaps for reasons quite unconnected 
with their productive efficiency—can be moat easily driven into 
bankruptcy or bought up and demolished by their competitors* 
It Involves cjrpanding to the optimtim the induatrics which need 
expanding, because consumers want their products, and not 
allowing monopolists to restrict development where they set 
prospects of higher profits from k«piug things scants and 
In effect, it involves comprehensive economic planning, with the 
welfare of the consumers and prod ucers as the hnked ends m view. 

The problem of structural adjustment includes, thc^not only 
the putting in order—including, where necessary, the oracrly con¬ 
traction—of industries which were out of adjustment in 1939^ 
may he so now that the war is over, but abo the planning ^ 
development of openings for employment so as to ensure both 
sufficiency in the aggregate and right distribution m accordance 
with local needj and resource. 


The Jfted Jir Piennmg 

This problem, oi ws hart seen already, is bou^ up with that 
oftowti and country planning, though ^ch planiung is commo^ y 
thought t»r mainly as a matter of arehitcttoral d«iCT, of lonmg 
and density of dvrtmngs to the’acre. f green belts and open 
spaces, and of the use of larid. It is all th«c thm^; but where is 
the sense of trying to plan men’s Imng roam without panning 
also for their means of Ufe? Moat people live m places because 
they have or expect to find, jobs in them, or near by; and town 
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detign ihould conast fully as niueh of planning the employments 
of the people as their amenities. How can the architect town 
planner leU what sort of town to plan until he knows what its 
uiduitrin am to be? No doubt, in dealing with the problems of 
replanning an existing town he ttui take its existing industries for 
grant^; but to do so wll ^ery likely cause him to plan wrongly, 
especially if these industries am decaying, or am lopsided in 
respect of the cmployrucnt they offer. New towns ought obviously 
to be planned, as the Russians have planned thcin, industries and 
all; but the need exists hardly less In many old towns, which 
cannot be planned for good living unless they are planned for 
work as well. 


It is a tragic gap in our provisions for reconstnjction tliat there 
is still no effective power in the hands of the State or of any public 
body to plan industrial development as a whole. It is an absurdity 
that we have a new Ministry of Town and Country Planning that 
lacks the smallest influence over the location of any industiy, and 
that the Board of Trad e, which is responsible, as & r as any publk 
department is responsible, for considering quesdous of industrial 
lotion, acts separately fiom the Ministry of Town and Country 
PLa.nniiijg'i^ sind li3J in ^tjiy csjc little power lo act cscd>i' in. the 
s^y «*eduled depressed areas. What we are inXiger of 
allowng to happen, imless we pm this right, is that, even when 
and If the urgent problems of industrial reoiganisation are taken 
in fend, each industry will be treated separately and dodt with 
on lines which disreg^ its place in an orderly system oflocal and 
regional planning. The structural maladjustments of the Indus- 
tri^ system be set right only by considering the problems of 
urfustnes and areas tt^ethrt, and fay making and executing plans 
which wOl secure a right balance not only between thc^ous 
branchy of production and service, but also between area and 
Moreover, this appbes to the prosperous just as much as to 
the depressed areas; and that is why the Industrial Development 
Act of 19451 cannot be regarded as in any way solving the 

probLdHf 


What i have tried to show in this chapter is that structural 
uacmploymcdtanM not o^youtofa wrong proportion of capital 
applicable to d^rent forms of production, or a wrong 
m the ^ing of the labour foree, hut also, fiiUy as muck 
from local ^justment of the means of employment to the 
Size ^ oompostion of the lool population. Let me repeat in 
tonclmion that jt is usually cMer for people to take to nw jobs 
than to shift their place of residence mto a new neighbourh^, 
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and thatf even where gcogmphieal shifts are pnicdcablci they 
often involve mve human losses^ by breaking up local com¬ 
munities and by removing Gtom centres which are allowed to 
decline the younger and more vigorous workers, leaving an undue 
proportion of tire oM^ the weakly, and the lethargic behind^ The 
problem of structural unemployment above all else, a probleut 
of tight pLauning of the location of indiutry. 


y 
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CHAPTER V 


WHAT THE STATE CAN DO 

We HAVE NOW olVEN AK objfsctrvt occount of two main 
kind^ of unemployment vi^hich beset the British people, us weJJ as 
the peoples of other capitalist countneaj betiA^ccn the wars; and in 
ouracooiidt ofstruelui^ unexnploymcntdue to maladjustment we 
have birtn led on to consider to some extent why things go WTong, 
and not merely how* On the other hand, our acco-unt of c^^dic^ 
unemployment was deliberately made mainly ^etuaii and did not 
extend to any dbeusion at all of the reasons why booms and 
slumps occur. We saw' that, if and when a slump does occur, we 
may expect its iz>cidetice to be most se\^crc on those industries 
which cither make capital goods^ or produce largely for export, 
or do both; and we know' from observation of past fluctuattons 
that the decline in exports often, if not always, precedes a really 
serious fall in produciion for the home market. As far as the 
industnes whidi make capital goods are concerned, this b 
probably accounted for, at any rate in pan, by the fact tliat 
orders for such goods are usually placed further ahead and take 
longer to execute than other orders, so that a longer period 
elapses before production and employment (as dbtLnct from 
advance order books) show the full eflect of a turn in economic 
affairs. 

These oonsidcratbna, however, leave us as far off as ever from 
an explanation of the reasons why slump occur at all, or why 
even in rckrively good years ^e demand for labour is still less 
than the supply, in a world of rising population and of oontinuoiw 
technical progress in one held or another, the natural thir^ w^ould 
seem to be a sustained expansion of output; and we are Idt asking 
why slumps occur, and why demand &JJs short, just us much in 
the dark us we W'ere w'hcn wt: set out on our preliininary cxplora- 
dod of the facts. 

Now, it b quite possible to pin: this V'Cxing question aside as 
pracdcalJy unimportant. If we know* what happens in periods of 
depression, we may, even vritJiout knowing it happens, be 
able to take some action to prev'ent it. For example, if wc kncpw 
that deprtasion is likely to be peculiarly severe in the oonstruc- 
donai industries, we can take steps to give these industries a 
stimulant whenever they show' signs of flagging, either by the 


imtitution of‘public works' under the ai^icca of the State or of 
other public bodiesp or by subsidies or inducemexits to business 
inen with the object of increasing the volume of investment^ or 
by Slate Ifivestmcfit in privately-owned induitiricSp or by any 
other avnilable means, if, by any method:^ we succeed in k^pin^ 
total investment in capital go<w as high as ^ve %vani iip this 
should suffice to check the mnin tendencies towards decline m the 
demand for capita] goods; Jbr it will serve to sustain the punchy 
ing power of the pr^uoers of capital goods who would otherwise 
have been tlirown out of work. No doubtp this may be less easy 
than it sounds; for if private capitnliats ate very unwilling to invest 
ID capital goods—as they were in tlie United States in the days 
of the New' Deal—the State may hai.-e to spend, or subsidise, or 
somehow atimulatc T^ery ortensively in order to produce the 
required itsull. But it seems as if a willingneas to go fer enough 
with the process would be certain to secure tbe desired cHect* 
Alternatively, the State Can endeavour to affect the demand for 
capital goods, not directly, but mdirectlv by stunuLiting the 
market for consumers* goods# li the demand Ibr consumers goods 
can be kept from sagging, the factors which bring about an 
aggravated fell in the demand for capital goods not come 
into play; for busines men will order enough capital goods to 
make it possible for tltcm to supply the consumers minket with 
all the goods it seems ready to take. Either course, howwer, tpmei 
up against certain difficulties cotinected with the speciid position of 
the export trades. If the markets for exports have seriotisly fallen 
off, as they usually have in a general depression, the power to 
buv imports is impaired^—for imports are normally paid for 
with the proceeds of export trade, or at least these procce^ form 
a large part of the means of paying for theflOr Now, the ea^est way 
of Tcdadng the demand for imports within the restricted limits set 
by the fall of exports h to mate the consumes so pwr that thw 
ability to buy iinpofted commodjitics fells off# "7^^. ^ ■ old, 

Clascal way of meeting a depression—by accepting If « ^ act 
of God" and cutting down home purchasing power in order to 
make the intcmadonal accounts balance. This, howera^, ^ 
exactly the outcome which we are wtting out to avmd; for this 
process of iropovicHshmcnt means m practice the throwing o 
laige numbers of workers out of employment without any attempt 
to find them wwk at a Uving wage. 

Imports end the Belsnce of Pajpimnts 
If the State, by stimulating the production of either ^pital 
goods or consumers" goods, or of both, sustains the purchasing 
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povi-er of the eortswroers—who receive joconies fear prodticii^ 
these things—demand is bound to be higher than il wonid other* 
wise be» and to include a sustained demand for imports. If^ owing 
to depression in other countries, the demand for exports remains 
low despite the favourable elFects of the maintenance of the import 
market of the country which is following a policy of (ugh employ¬ 
ment^ there ia bound to appear an adverse Ixilance in tijat 
country's international accounts, Where the country in question 
has plenty of^old^ nr possesses foreign capital assets some of which 
it sell olT in order to meet the dehd^ it can easily stand such 
an adverse balance even for a sueccssion of years. Where it has no 
such resources to fall back upon, or not enough of them^ il must 
find some Other country w^iUing and able to make it Ictans, or^ if it 
cannot^ must restrict its own impor^ whether it will or no, Avithiu 
its reduced capacity to pay in foieign money. 

Such ratrictioft of rniports has, of course/Incvilably a depress¬ 
ing effect on other countries. It tends to make the world economic 
situation worse. But it may be unavoidabici and It is a mistake to 
suppose that it acts more adversely on the world intuation than 
die traditional altcxtmdve policy^ of cutting down home incomes 
and employment in order to reduce the demand for imports. The 
two allcmatK'c poHdes^ in efTcetj act on the world situation m 
precisely the same way. Either depresses other countricSj by 
restricting the markets for their exports. The method of limiting 
pnpqrtSi without reducing home purchasing pouw, haS| howevtar, 
all the balance of advantage in its favour; for Jt means that the 
home producers and cDnsumers, instead of being Uirovro out of 
work and forced to reduce their consumpLion, continue to earn 
wages and arc free to spend them without restriction on such 
supplies ai are available. Imported supplia will be shorty and It 
may well be ncoestory to control their prices, or even to ensure 
some order of priorities in the distributina of them; but there will 
be no limit to home-produced supplies, save to the extent to vvhich 
they require imported materials, or are iuxiited by the shortage of 
home Labour or other means of production. In this method 

will bring about, instead of a fall in total production and con¬ 
sumption, a diversion of home produeme effort to producieg 
for home demand, and of home consumption towards home- 
produced goods and services. 

Such diversion is not without dfffieu 1 ti«. Some gtxxls^ such as 
cheap cotton goods, which arc made largely for export, are not 
much w-anted in the home market, nor <xm the machinery and 
the skilled labour nonnahy used in making them be easily turned 
over to making goods which the home consumen do want. Home 
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industry will need to undergo considcnible adaptation if it » 
produce less for export and more for the hocnc market; and the 
ctiangO'Oti'er is bound to take lime* Indeed, In some respects it 
cannot be made in order to meet a merely temporary enu^ncy. 
If the structure of industry U once altered so as Vo adapt it to the 
needs of the home market under conditions ofrestriC^ impof^- 
tion, it vi-iU not be possible to change it back again suddeniv when 
the emergency is at an end. Changes once made will have a 
tcndcncv to ‘stick'* and, under private emcjprise, the,OW^ o 
the capital crabaTked in the new forms of capital goods 
demand continued protection for their investmcnis^r, quite 
probably, will refuse to embark capital in new ventures untiUhey 
have Ircen given tvhal they regard as adequate guar^tees. "^us, 
measures designed to protect home employment wd standards oi 
consumption during a depressiori are apt to turn into instruments 
for protecting uneconomic conditimis of home production when 

the depression is over. ^ t 

If a depression in world markets is expected to be reutivety 
short, it may not be worth while to attempt any oomidcrablc 
turnover of home cffiirt to alternative Ibnns of production wfluch 
require expensive new equipment. It may be prtlerablc to make 
the best of the productive equipment that is available, and to use 
it lor making goods which are less keenly demanded thM^ those 
which could be made %«th new equipment and zclrmmng of 
workers for alternative jobs. To the extent to which this has to be 
done, consumers will not gel what they would like b«t; but they 
will get a nearer approai^ to what they like than they \TOmd it 
depilssion were forced on the home mmket by the traditional 
forms of pressuit Most of us could do with more clothe^ even u 
we should prefer to see more American films or smoke more 
cigarettes made of American tobacco. It is much better to 
a\rgcr supply of some things tlian to be made to go short 

all roucuL + i ± 

Ofeoune, if the lack of balance between Jmpoi^^ts and exports 
is expected to be permanent, it will be wortli while to make the 
ncoeSkry diifts in productive organisation, so m to replace a 
portion ^imports W home products not merely for a few montfo 
or years, but fermantnay. This, however, is a somewhat difTcrenl 
quesdon; for we are at present discussing only w hat hap|Kns when 
a country, feced with a sudden fail dunng a depr^on m its 
exports, mid therefore in its power to buy imports, endemmum to 
keep up home employment and 
accepting the depression as an ‘act of God. 

It will obviously be much easier for a Socialist than for a 
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iisipitallAt couDtry to make the adaptations which atc needed in 
order to niaintain empLoyment and consumption in face of a 
foreign oida* A Socialist country docs not need to induce pruate 
persons to invest capital m the home industries which need 
developing: jt can undertake the investment itselfn Moreover* 
a Scci^t country can much more limply dedde what imports 
to allow idj and ho%v to aJJocatc supplies of imported foodstufEi 
and materials to processing mdustrics and supplies of finished 
goods to distributing aKndcs. It can buy in biw what imports 
it needs* and can aell them at what prides it chooses, averaging 
where desirable between the cost of imports and of home- 
produced products of the same kinds. It need not be afraid of 
profit^ring cither by importing merchants or by the producers 
and distributors of home-produced goods. Most of the oiiHadties 
in the way of maintaiulng home cmpbymcnt and consumption 
in fecc of depression in the rest of the world arc difhcuiiia not of 
economies as such but of capitaiiit economics. 

It is* however, dearly dcdrablc not to restrict imparts more 
than is neda^iy, either under a Socialist or under a capiialisl 
system. Under some condidopa, an adverse balance of paymcnli 
is not a good enough reason for restricting Imports. When a 
country has foreign assets which it can use, it may he beat to use 
them Ui the hope of helping to drive depieadon away from other 
countries* instead of making it worse. Tberc is nothing vcjy' 
dreadful for a creditor country in using up part of i^ ^cign 
capital a^ts in paying for current imports, aa long as it has them 
to use for thU purpose: nor does such a process neces^rily imply 
any "living on capital’—for the loss of Ibrdgn assets may be* over 
the same period^ more than made good by fitah investment at 
home. A country is no richer if it invests a million pounds abroad 
than if it invests the same amount in budding up us own pro¬ 
ductive power at home: nor is it any poorer if it sells ofFa mill i nn 
pounds of its foreign holdkigs and at the same time spends a 
million pounds on home capital developments. What a country 
which finds itself short in its means of paying for current imports 
cannot avoid is taldng action to prevent Its citizeus from investing 
capital abroad at their own discretion; for every sudi act of 
overseas investment necessarily imposes an additional strain on 
che natiounJ balance of pa>Tnents. 

In general, a country which possesses substantial forcigii assets 
can quite well afford to allow its balance of current payments to 
become advert far a lime, .and to maintain its oivn standards 
of employment and consumption when other countries are 
depressed, without seeking to modify its economic s>^icm in such 
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B way as to cut dawn imports below Uic normal—though ii may 
need to tike step? to prevent a sudden increase oF imports due to 
"dumping^ by countries which have lost for the time being a large 
part of ibcir normal foreign markets. If, howeverp the strain on 
the balance of payments becomes very great, or is continued year 
after year, and nothing can be done to ealai^ the sale of exports 
so as to provide additional means of payment, there may be 
DOtliing for it but to restrict imports and alter the structure of 
home industry and agriculture tn order to supply a larger propor¬ 
tion of the consumers' needs with domestic products. 

Note the qualification *if nothing can be done to enlarge the 
sale of exports'; for this b a very pertinent point. It may be 
possible, in periods of slack international trade, to arrange vsith 
countries %^'nith can supply needed imports (or them to take 
certain values of exports from the receiving country in exchange, 
either by direct baftcr, or by some arrangement whereby these 
countries agree to place certain orders in the receiving countty, 
or in the last resort are paid for their owai exports otdy in credits 
to be used exclusively, or up to some proportion of the total, in 
buying products of the receiving country. Great hrit^ in the 
^thirties had agreements with the Scandinavian countiiesi which 
undertook in return For what they sold to British buyers to buy 
certain proponioiis of their coaL from the British industTlie 
Nazis carri^ these methods to much gieaicr lengths, making all 
sorts of ^bilateral* agreements with other countries for the receipt 
of foodsiufls and matcriala in cxcliange for German manu¬ 
factures. Many of these purchases were open to strong ohjectinn, 
as involving unfair bargains for die Nazis' suppliers. But thev are 
not unlair in essence^ and it is infinitely better to conclude 
reasonably fair arrangements of this Idnd than to allow* de* 
piesstOTi to take itA course, with consequences disastrous to both 

the parties. ... 

A country which dcsircSp in a depressed world, to majntairi its 
own standards of employment and consumption may be forced to 
make 'bilateral’ arrangemciUs of this kind, os much less restrictive 
and damaging than the sharp contraction of total imports whu* 
is the only aitonative open to it- Of omine, Lt would be much 
nicer if no such necessity wiere to arisei that is, if other countries 
were not depressed. But this is a matter for tliem. It Ls open to 
any country which possesw at all an advan^ and diverafled 
economic equipment to decide to foUow- a policy of high employ- 
mem, and to oountemet Uircatening deprcaion by taldjig step 
to TTiaiftram dic Icvcl of invrttuii'CJit, or consumpdon^ or bothj 
within its oivn frontiers. If countrici Edl to do this, they have 
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□othifig to coniplain of wh^n cotmtrtes that af« doing St take the 
steps which are needed to make their domestic policies effective, 

I/ivcstmffitf Sauingi and C&miiinptton 

Wc b:^, then, to the point that a country threatened 
With. A Jhil JQ the level of tDtaJ frotn aUiy ran set 

out IQ maintain demand by stunulating either investment or con¬ 
sumption, or both together. If this can be done in face oUM m 
demand, it can obviously be done cqmdiy in order to increase 
demand when there has not been a 611 —that is, to prevent the 
type of structural unemployment which esdsts in rclativelv cood 
years, as well as that which occiui jji times of slump IVe must 
DOW ask what arc the appropriate ways of doing any or all of 
these things. In other words, by what means can the State in an 
mnomy ma^y conducted on capitalist principles, act to work 
to maintun full emplDyment'm face of a threatened slump or 
of a perHStent shortage of demand? In order to achieve this, the 
Siato ni^t place itself m a position to regulate the total volume of 
productmn and employment by indirect as ivdl as by direct 
means. This ^ ^ attempted in severai different ways. v 4 en the 
WTlJmgncss of private business to employ labour falls off or falls 
Short lor any the State can 

(a) employ labour itself by undmaking public work* on a 
^le sufficient to mertase total employment to the required 

m encourage private employers by mcam of subsidies to 
take on more 6boiir and to produce more goods- 

taxation, and thus encourage those* whose taxes 
are reduced to s;fwnd more; 

(d) pay out inemtsed ii^cs in such forms as pcnsioiu, 
family allotsmipes, and »cial *crvicc benefits generaUvror^ 

to ilfJn^d" more money 

6) pr^e free services, or sell goods and services to the 
public, or to some sceporo of the public, at reduced prices so 
3s to stiiutilatc coHMimpiioii. ^ ^ 

All these methods involve conndcrations nf public finance If in 
sj^ times the State imdenakci public w'orla, or paviom* suS 
«di^ or gram* j^ditior^ social services either m cadi ot hi 
kind. It mmt do th« thing, either out of boriwved moneys or 

.be 
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tiiLt of additiorLaJ revenue raised by taxation. If it borroiA's the 
money, or part of it, the eflect will l>c to take up and apply to 
current spending funeb which not being spent before, and 
thus to increase the national income and promote addidorial 
cmploy-ment. If, on the other hand, the State raises the required 
money, or part of it, by increased taxadoa, everything wijl 
depend on the incidence of thb taxation, l.e. on what classes it 
Cdis, To the extent to which it fiilla on thusc who meet it by 
reducing their saving rathier than their consniimplion it wEI call 
the wasted 5a\ingi into produedve use: to the extent to which 
it fells Oft those who mcci it by reducing their consumption it 
will fail of its effect, because it wUl cancel as much effective 
demajid aa it creates, AocordingJyi the additional taxation can 
be effectiv'e only to the extent to which it is levied on rich persotu 
Or on companies and oUicr collective bodies which have bertn 
placing sums to reserve instead of spending them on real invest¬ 
ment. It is difhcult in practice so to arrange taxes as to niake 
them fell exclusively or mainly on savapga rather than on con¬ 
sumption; and accordingLy increaxrd taxation is not m general 
a precise or very elfident instrument to use in endeavourmg to 
increase the size of the national inceme and absorb unemployed 
productive resources. But we must re turn to this point later. 

It is a w^cll-knowm and well-established feet that, in general, 
poor people spend on consumption a higher proportion of thdr 
incomes than richii^r people, who can save with much less sacrifioe. 
This general statement, no doubt, calls for some qualifitsidoii, 
A large part of the savings of the commumtyi in normal times, 
is made not out of personal incomes. Large or small, but out of 
the profits of joint stock concerns. Such concerns usually dts* 
tribute only a part of their profits to their shareholders s they keep 
back the remainder and place it to *re«rve^ funds^ and these 
funds constitute nowTidaya a substantial fiaction of the total 
national saving. In effect^ tlicse savings belong mainly to 
well-to-do people; for they form part of the shar^oldefs* 
property^, Uiough they are not divided up as personal Incomes* 
Moreover, in the middle ranges of income, and to a smaller extent 
dowm into the lower ranges, KUisiderable savings are made in the 
form of insurance or other regular premiums. I do not mean what 
b paid in under State schemes of compulso^ insuTanCc, for that 
is to be regarded mther as a form of taxation. I have in nund, 
first, file and endowment insurances of all sorts, and secondly the 
imuhnents paid by those who arc buying their houses ^rou^ 
Building Societies or Insuratice Ck^mpamc^.^ These savings, oi 
oouisCj come out of personal incomes, and indeed oonsiitule the 



grater part of tiic current aecumiilatidni of the poorer savers* 
Nenvt the savSngi that are made in these wiys mainly by poisoiu 
in middle nmgjcs of meainie are quite cxoeptbtiaBy stable, 
because they arc made under cdutracts whereby the saver binds 
himseif CO go on making regular payments over a number of years. 
If his income fahi he still, as long as he can, keeps up tlie 
payments^ at the coat of curtailing his current csKrulitiiie on 
consumption. Tbw, a large part of the normal flow of small 
savings is very regular. A depression may dicck the inflow of 
fresh savers, but tl will not, unless it is very sevcrCp cause more 
than a small proportion of those who arc ahe^y saving under 
fijted arrangements to suspend their payments. Aoeordinglyp any¬ 
thing which reduces the income of this kind of saver is apt to 
react very greatly on the demand for consumers" goods and 
scrvicca^ 

Companies, in getieralj will tend to put less to reserve in bad 
than in good dmes; and some companks will withdraw sums from 
past reserves in order to mamiaJn their dividends. Company 
savings arc a good deal less stable than ^mstalment' savings ^ hut 
this is not the only point that matters. In good times, when 
prospcctB of prolit arc ^wurahlc, companies will tend to invest 
their reserves in c^qjanding their !!^c of busincaa, or in 
other producdvic assets^ whercAs in had limes they may leave 
their reserves lying idle, or invested" in gilt-edged secuntScs. ff 
this happens, the sums "saved' by them do not create any demand 
for goods or services, and stand for so much purdiasing power 
withdrawn from circulation and lefr for the time being imuscd* 
Naturally, such a situation means depn:sdon and unemployment 
in the industriei which tsJbl to supply capital goods; aiul from 
them the depression spreads elsewhere, as their workers are db^ 
cltarged and ha%"e less money to spend* 

M for the richer savers who save out of personal incomes, they 
will tend greatly to reduce their xaviog^ when iheir incomes fall 
off; for they will in many oases be in the habit of saving whatever 
incomes they get beyond what is needed to mainudn their 
customary standards of consumption, llicir savings are apt to be 
a redd tie, and therefore lo fluctuate gieady from time to time. 

Tax and '‘D^Jirk Fimmdng^ 

Now if the State detddes to act in such a vray as to oflset a faXi 
in peopIc"s spending power due to the onset of depression, one 
simple meLhtxl b for it to fimil tsjtaiianf and thus to leave the taje- 
payers with money to spend instead of handi^ it over to the 
State. Thb, of course, involves that the State, instead of making 
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its budget balance, must borrwv money inem^ of the 
public in order to cover the deficit. It will lie able to bomm the 
glances whidi big savers, including companiea, are reluctant to 
jm-est in bimnca devclopnwnt because ijc prospecis of profit 
art not thought sufficiently e&couragmg. T^e higher li^ 
spending, puhlic and priratc together, from thtf pf®^- 

imprcJrt the prospects of profit, and will mnie busing men 
readier to invest. V^^cn they are in a good enough mot^, tlte 
State will be able to iximpoae the old level of taxauoa, and even 
l^haps to repay what it has borrmved by raising ta^ticm for the 

OTO^ is known as ‘deficit financing,* whether the State 
applies the borrowed money to tax icmimoto or to some alter- 
nativc use. Suppose it does rtanit taxes, with the mam purpose of 
stimulating consumexs’ demand, what taxes 
Clearlv. those which Pill most directly on coosumplton, such as 
on the necessaries of life. If these a« « 

that a wddc range of cansuiMr** goods be^ ““ 
consumpuoit will obviously rise shaiply. 

different wUl be spent on eoiHumptmn; for it wiU he^p^ to 
anyone, instead of buying more consiimcis goods, to mcrease Jui 
savings. But consumption will dearly benefit most. 

On the other hand, if the main Tcnussion were 
larger direct taxpayeis, a much larger prapomon ofthe 
wJ^d be saved^'^icad of being added lo comnmpiion; a^lrt 
additional raving might carry' with it no 

or even in die extreme case, no addition at all—to^ the demana 

for cap/tal goods. The act of saving out 

entire^ tiegativc act: it results m a demand for 

the 'saved* money is actually imtJhd m buying net' mpital “s*, • 

^ b, Ih™ i aln^-Jy m.i.g ■!« 

or ioco™ O Mmfcncy » •“« 

than there is any wiHingness to iniTSt m new pr^nctive 
the policy of remitting taxation in such a way as chiefly to add to 
raS ItcoiiId, forcxampk, be i^ y 

dr^S&, die beneficiaries ofthe 

.h. lKo *7* 

to”"® ^ b"*,"-!*.."' to SB« 

Wing,- unlatched by r«d mvestment, unless the tax i^« 
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remitted only on proof of ifie investment of the reserves in really 
nciv capimi In dmi events bo^xver, the lax-ronisslon 

^voiild go to stimulate not con^uniptipn but investment—wlutiip 
oj isv have scen^ is the allernative policy open to the State if it 
decides to use tax rcmisslou as au instrument. 

We may conclude that where, under a system of private 
CapitalisiUi the State decides to use the method of t ax-rcimssioiti 
to increase consumption, it can best act by remitting indireci 
taxes on necessary goods and scrvicses^ and, where it is setting oat 
to increase inv<3tment, it can best act by remitting taxes on com¬ 
pany reserves. The policy of rax-remissloris is, howeveri so diffeuU 
to arrange fairly or effectively in practice that it b usually prefer¬ 
able to (rave tJic taxes unaltered in a depression, and to resort 
to other methods instead. 

SlaU Spenduij^—Puhlie 

Tax remission is not by any means the only instrument which 
it h open to the State to use. Altcraativclyp^ the State can increase 
its own spending^ and can raise die additional money, not by 
taxation, but by berrowing. It can then use the sums thus raised 
to execute capital worla, such as die building of roads, biidges^ 
waterworks, power-stations, housesp or laciOTicsp cither under its 
own auspices or under those of local aulliorities or public corpom* 
lions of one sort or another; or it i^n pay out incomes to the 
coniumers, or to any section of them, or provide diem with free 
or subsidii^d semes, or pay subsidies to private suppliers in such 
a way as lo cause them to r^ucc the prices of tbeir wares. Again, 
it can set out to stimulate directly either bivcstmenl* or consump¬ 
tion, or both, knmvtng that a stimulus to cither will be bound to 
have some reaction on the other. 

If, as wUl usually be the case, there is at the inceplion of the 
new poUcy severe unemployment in tlic industries w'hich make 
capital goods—or at least the threat of it—it will obviously be die 
easiest and most direct course towards countering the evil to apply 
the main stimultis to the demand for capital goods, by embarking 
on 'pubUc works/ such as housing, road and bridge buildings and 
the construeiion of public utility undertaldngii, and/or by procur¬ 
ing the erection of new^ factories or die re-cqmpmctit of industries 
which arc bdiindliand in technique widt new and Improved 
capital mstruments. Tlte fim of these coumei is the easier in a 
capitalist country troubled with democratic scrupte, because it 
docs not involve ^bsidies to 'private enterprise/ 'Vht roads, 
bridges, huu^, and public utdity undertakings can be owned by 
the Slate Of its agents, and the benefit of the investments can thus 
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aceruc directly to the public. On the other hand, subadies to 
■private cjitcrpri«' arc difficult, if uot impossible, so lO arrange 
that they do not involve unnecL-ssary presents to bu^csses that 
could do quite well without them, or beconie: the mean* of exact* 
ing monopoly profits by firms which succeed in iiiterccptiw a part 
of the subsidy instead of passing it on to the consumers. This can 
be fairly wdl prevented in time of war, with the aid of the stnet 
controls that arc then enforced, and especially because the State 
is then the bulk buyer of many of the materials involved. It is very 
much harder to accomplish in time of peace, except URder ft 
system Uivolving much greater State control than has hitherto 
co-existed with systems of capitalist enterprise. 

It is naturally important, in stimulating activity m the mdus- 
tries which produce capital goods, to apply as far as I^blc a 
Wide raingK of stLtoulij in ofticr to iaolitflEe* the full me of cs^ting 
atwi bmincs set-ups. This need often, in capitalist soaedcs^ 
runs counter to the desire of the GovemmciU lo avoid any fo™ 
of public works' which may have an appearance ofcompetj™ 
with capitalist enterprise. IT the State were to order plant for 
makiug consuEUCTi^ goods, amd to set up as a producer of 
such goods side by side with the tudsting mauufacturersy the cry 
of unfeir compcdlion ^vouM at once be raised^ It is therefore 
easiest for Governments to embark on those types of public wor^ 
whidt are least competitive with profit-niakiiig mdustry* No 
private intereat objects^ save on grounds of *cs^onoroy/ to the State 
building as many roads as it pleases^ and roads are acicordingly 
a very favourite form of works dcsigucd lo employ the uriOT- 
ploycd, Ihere is more objection to publJdy provided hous^ but 
not if die State confines itself to the eheap^ kinds of housing, m 
which private enteqjrisc ss apt to find fitde profit. But, u^r- 
tunatelv, road work employs mainly unskilled labour^n and neither 
roads nor cottages do much to help my important wns^ctio^ 
industry except building. For eJr«iiven«, ft much 
is noeded-and above all one which will act favourably on the 
demand for steel and heavy engineering products. Where the 
railways are publicly owned, the State improve mattm 
by undertaking railway de's^eJopmeutl and it can also re ' 
publicly owned ports and harbours and other iran^ ms^- 
tioiu. UTaeie It owns the ehetricity supply system, it can embark 
on plans of power dcvcdopmcnt; and it can create new wntcr- 
nipply imderl^gs, drainage worH and imiirovcd telephone 
equipment. Where, however, any of tli« semcm is 
haniS, stimulus has to take the shape of suWy m one form w 
another, and tWs, as wsr Imve wen already, is apt to raise Iwth 
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economic and political difficulties. Similarly^ liLipbuiMing, which 
b apt to be the most depressed industry of :iil* can be hcl^d only 
by speeding up naval constniction^ or by resort to subsidies such 
as were given to British shipping eoncems on more than one 
occasion between the wars. 

The fi/ SmduQiion 

These conditions relate^ of coun^e, to socledcs organtied on 
capitalbt lines* and are not applicable to Sochdiat sodclies. TTic>' 
wt>uld* ho^vever^ apply in some degree to societies in which the 
State had taken over even a considerable range of industries^ as 
long as there remained in being a capitaliit sector large enough 
normally to account for a considerable fraction of the of nc\v 

investment. Wlicre\er a part of the process of investment is ennied 
on in the capitalist way, the total amount of imiestment will be 
affected by changing expectations on the pan of the capitalists^ 
and a deficiency of demand in the industries making investment 
goods will be liable to arise when sucli cxpeclations arc low'. 
It wiUj of course, be muclt easier for the States when it ow-ns and 
controls a wide range of Industries, to increase investment by 
undertaking additiotial ^public works" in tliesc industries, with¬ 
out the dlmtultics which arise when the stimulus lias to be 
adrainiatered largely by way of inducements n> private business. 
A policy of full employment will work nmeh more easily where 
this possibility exists. Even in such drcuznstances, hQW'cvcr* it may 
not be possible to apply the required aJJ-mund stunulus to tiic 
invcsLtticnt goods industries whose output has declined without 
measures df^signed to appeal to the owners of thogc whkh remmn 
in private hands. If the State owned and managed, directlyi or 
through some fonn of Public Oorpotatioii* say, the main branches 
of transport, the fuel and power industries, and a very few others; 
if, directly or in conjunctioii with the Lo^ Authorities* it tvere 
the prmcipnl building agen^ for new houses, as well as for 
schools and other ^public service* buiMLngs, a policy of expanding 
"public works^ in times of slack employment would be very much 
dui^ to carry through than it could be where these industries and 
services ^verc left wnthln the realm of "private investmtnt/ For tlm 
group of industries, added to such undisputed public services as 
ihe Post Office, road and bridge-building, water-supply^ hospitals 
and otlicr public health cnnslructionsij accounts for a high propor* 
lion of total mvetament in normal um», and would allow room 
for a reasonably wide and balanced programme of c:xpansion 
without the need to offer spccml inductmcnts to ^private enter* 
prise^ to expand investment^ It would not even be neccssuyp for 
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this purpose. Tor ihc State to own dtKcr the buiMm^ industry or 
others belonging to the constructional group; for it could increase 
tb«r aetn-Lty amply by plftcine additional orders with on 
behalf of the publiclv-owned industries and seryiM * Without 
this range of public demand for the products of the mdiMtnes 
producing investinciii goods, it would be newssary on a tar bigger 
to stiinulatc private investment by indirect, and for the most 
part dangerous and socially unsaUslactory, expedients. 

If the State had ihmc scmi-^icialist powers, and used them to 
the full, the effects of iu action in increa^g investment in the 
‘socialised sector* would be to increase purchasing power by the 
sums paid out, and thus to add to the demand for consumer 
goods and services. Thb in turn would reaction pn^te invest* 
uicnt by making it more worth while in other induatrtes to inswl 
new ixifjfljis of production and e^ipiind output to meet the mghcr 
demand/Tlicrc might, hwever, remain indu5(^« producing 
inx^tment goodb which would not receive a sunScicut stimuUjj 
from thb source. For example, the producers of teictile or agri* 
culiund machinery might stdl be left wii^ a largp surplus of men 
and capital resources out of work; and it might be ncOMsarjr to 
t^e special measures to expand employmeot in these industrn^ 
unless it ^erc Ehougbt desirable to s^c them down pcnnmcutly 
and to adapt as much as possible ofibc displaced resources, include 
ing displaced labour* to alternative uses. Wbat would ^ dftsunblc 
would, of course* depend on the ans%^cr to the question whether 
such industries were but temporarily depressed aim would be 
likely again to need ah their TOOurees when full employment Iim 
been restored, or were unlikely to be wunicd again, even m the 
long run, except on a reduced scale. 


Fitlds SqosI ffipcstmgnt 

In the Table on page 391.1 have set out, 
tbn. certain of the fields in which pubbe pobcjr already affi^ the 
level of inveslinent directly, and abo the extension of this luffuenM 
which wXHild result from a wider spread of public ovi^rahip and 
contiol. The first part of the Table confined to indi^ncs and 
seivioe, which di^dy employ a large btour f«cc; 
part deals not with industries, but wi^ pubhc »S?nci« ^ 
agencies which oould be made pul^c) wl^ by 
fdr supplies, considerably affect the activity of the 
making iiivesimcRt goods. It can be fcva liow g^t 
effect oil the State's power to control investment of wn a 

> For a fultr diKUMiui of a public waiks po>8i»iiui«,«« aiy 

Thi Mimj ia Fuil Empkf^mint {i s45ll - ^ 
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relatively modest of the field of public ownership* The 

Table, of course^ is not mr.mM to be ejchaiLStivc: h lists only a 
limited number of jndustrlei and services^ and leaves out of 
account all save the most obvious reperciissions on the activity of 
the industries making mvestnient goods. For example^ electrical 
engineering would be affected to a smaller extent oy almnat all 
the fomis of demand coming from the industries and services in 
the first and second columns* But it has $ccincd best^ for simplicity, 
to leave secondary reactions out of the account. 

The wider the range of public ownership, the more easily can 
a wide, all-round policy ol *pubBc works’ be followed. This is not 
to say that a wide policy is ruled out where ftw industries or 
services arc in the hands of the State c 
such a situation the need to act by wa 
di^culties and, as a rule, excessive i 
few industries under its control may theixfort be tempted to 
experiment \\iEh the altenmtK'e method of stimulating consump- 
tian, ydih the idea of thus passing on an indiFect stimulus to the 
depressed constructional tr^cs. 

SHimdating Gmsinnption 

Tlicje arc a mimbcr of ways, in addiuon to tax remissions, of 
stimulating conxiimpiion. The simplest in many ways is to extend 
the supply of fire services—for example^ by increasing the pro¬ 
vision of free meals a nd free milk to children and others w^ho need 
them, or by remitting school fecs^ where tliey exists and so on* 
There is^ however, no wiLld reason w'hy auch things as thsc 
should be done only in timea of depiessipp; and, to the extent to 
which the State m^es them part of the regular public service* 
they become inapplicable as special measures designed to combat 
depression* A further step, analogous to lax lemission, ia to pay 
grants to local authorities to enable them to leducc local rates^ 
notoriously a most uniair and burdensome tax* Similarly, social 
insuranoc contribiitions can be lowered during a depressioni or 
rates qf benefit axKl pemsion can be temporaTiJy rai^edn Thb last, 
however, even if it be desirable when ordinary benclits arc too 
low, helps Only oertain sections of the consuming public. Again, 
children's aJlD^vaneeSi where they cxistp can he temporarily 
increased. 

It lAXJiild be possible for the StaLe to go further, and simply to 
credit every member of the community with an addi ddnal weekly 
income for as long as Uic depression Lasted, The State could 
borrow the money for tins purpose* just as for any of the others, 
and could, if it tliaught fit, wipe off the loan gradually over a 
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period of year^, or aUernaiivcly could leave it penriancndy m 
™tcnce, meeting the annual charge out of the grmviJig pro¬ 
ductivity oftlie natiouaJ industries. Tlib, no doubly would have 
the disadvsialagc of increasing the shse of the Natbnai Debt, but 
not neccssiiriJy so as to male the Debt involve a lieavier nuiiUid 
btitden. if tlie national income is increased, as it will be, by the 
use of the bomwed money, the intci^ on the deljt will increase 
a great deal less than tlic income available for meeiing it. In most 
di^umstaaoes, the yield of the existing taxe^ levied on the 
increased total income, will be fully enough to meet the additional 
debt charge without any raising of the rates of tax. Borrmving, 
then, seems to be a fuUy justifiable procedure, whether the State 
is setting to work to increase in™tmeiiE or coniumption. When 
the aim » to increase investment^ in order to employ unused 
resources in the industries maknig investment goods, borrosvlng 
is dearly preferable and cotirdy uncxceptiomible; for capital 
assets created out of the borrowed money will be caded into 
existence. More prejudice U aroused by the idea of the Slate 
borrowing In order to increase current consumptiDn; for the 
effect is apparently to create a debt against which no capital 
assets can be hdd. But in truth even such debt creation is no less 
justifiable, if h results in a nadonal Lneome raUed by more than 
the cost of the debt. It may, however^ in practice be desirable to 
finance by borrow’ing only that part of the State's additional 
spending that b used to ii^crease investment, and to cover 
any Spending applied to increasing consumption by additional 
taxes let^icd as ^ as possible in such a way as to Ihll on ^savings' 
rather than on consumptiotu Such additional taxc^ need not be 
levied in the same financial year as llic money is spent; for there 
is no real case for rt^garding the annual balandng of the Budget 
as a good thing under all oondimns. It may be much better for 
the State to overspend its tax income in some years, and to reduce 
the balance by paying back in subsequent years what it 
temporarily borrowed to cover the deficit. ^ There is nothing 
unsound in what is called 'deficit financing/ as long as it docs not 
ISO incncasc the annual debt diargc as to make it rise faster tlian 
the national income upon which it fitils. Of conrsep the debt 
charge, as distinct &om the noioinal atnoum of the debt, depends 
on the rate of interest; and it ii therefore of the grealcsL import- 
ana: for a State w^hich follows a policy^ of ^deficit fimmcing* to 
keep the gilt-edged rates of interest oonsiftcntly low^ 

* Sirtoc thac fAg]ci were O'rigiiuiIIy wntten* & full dhcij^oi] of the 
hiid Appnrcti in an Appcitdix, by Mr+ Nkhofu Cd Lord Bcvctidur^f 

book, FiJ^ mi m Fnv (xEH4)- 
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CHAPTER VI 


THE TRADE CYCLE 


So FAR, I HAVE DEEtEER atElv R&aiced from flnv attempt 
to atiswcr the qocstioiiij *^1iy ilo slumps cecur? This c^uestion 
been act because it is quite poiaihJe tor persona who take 

widely different vjewi of the causes of what ceonomiata 
‘The Trade Cycle* to agree about the measures which can best 
be taken to keep employment high and steady atid to counteract 
any forces w'hich may threaten to bring about a general depres¬ 
sion. Of course. 1 do not mean that 1 regard it as really unim¬ 
portant to know why die economic systems of capitalist countries 
suffer [him these recurrent dtsasteis, or that real remedies can w 
applied without an imdcxstanding of the causes that are at work. 
It may be possible to prevent uiicuiploynMint by striking only at 
the symptoms of capitalism^ lundameotal disease j but the symp¬ 
toms win tend to recur as tong as the diseax is not cut ^ at the 
source. Let me state a parallel. I suffer from a disease diabetes 
of which doctors have not yet discovered the cause. They cannot 
cure me of it; but they can, by doaing me with innilui, allow me 
to live a pretty satisEictorj' life. They ran oounteib^ the symp¬ 
toms, though they cannot cure. It may be quite pwible to recure 
an approach to full employment under capitalism by similar 
means; though I do not think the econoimc physicians will ever 
find a cure for unemployment as long as rapitahsm remains 
in force. 


TTu Trade QxU 

Tat as long back as w-c have mrans of tradng the economic 
fortunes of industrial countries with the aid of any sort of 
quantitative data, we find evidence of ‘cyclical fiuctuauan^ In 
Great Britain (or at least ttvo centuna past, and po«ibIy for a 
good deal longer, industrial activity has oscdlatcd hctwceti 
Kriods of liigh and low production and employment, usuaUy 
iKompanied respeedvfly by rising and falling pnees There 
been no^lureregnlarity in the length of these ‘c^es ; md«d, 
they have varied considerably in both duradon and miensily, s» 
can be seen at a ghnee from the accompanying diart. which 
the general courae of unemployment—aa good a measure 
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foUow downa, and downs upt, as they are bound to do if there is 
any fluctuation at all, but there is not much to suggest that the 
movement has any definite pattern. Writers about eoonomits 
havr soirtetimes spoken as if there were evidence of a 'normal* 
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cycle lending lo l33t ten yciirs^ bm I can find imnc in the fignDes, 
either for Great Britain or for other coutnrica which have been 
subject to Hmihir conditions* On the face of the matlcr^ the chjart 
shows depressions of some magniindc loudung bottom in the 
following years up to the first World War;- 

1852, 1853, i86a, iBfie, 18791 

possibly 1914 (but in that case there would oertamly have 

been a further mil to come but for the outbreak of war). 

This gives intervals of 6* 4^ 6. 11.7, 7 * 11» and 4 yean, omitting 
1914. If wc take peaks instead of troughs, get the following 
years 

1851, 1853, 1S60, 1865, 1872^ 1689, 1899, 1906, 1913; 

that b, inlcivals of 2, 7, 5. 7* lo, 7, 10, 7, and 7 yean—which 
looks more like a seven-year than a ten-year cyde, but is still too 
irregular to shoiv any ckar pattern of cydical fiuctuation. 

Many difFcrent ocplanations of *thc Trade Cyde* have been 
advanced by economiits of difierent schools^ Some have regarded 
it as due mainly to an inherent Instability in monetary conj^tionSp 
and have laid the blame on the monetary system or on the 
organisation and behaviour of the banks. Others have attributed 
it mainly to psychological causes, and have sought to trace it to 
the alternating errors of Dptumsm and pesshniim among budnesa 
mcn^ who are prone to speculative excesses in good timesp 
followed b>^ fits of contagious depression when, as a resullL of thdr 
speculations^ things begin to go wrong. Yet others have bid stress 
on different factorSp such as fiuctiiadons in harvest yields, upset¬ 
ting the relations between agriculture and tndustry^and spreading 
depression Jrom the primary producers to the rnanubeturing and 
trading groups. Some economists, moreover, hav^! a^dcavouied to 
refine upon the general concept of the Trade Oyde by discovering 
co-od^nt 'cycles^ of varying length—Mong* and "short* cydea— 
or affecting dificretit parts of the economic system. Finally, anti¬ 
capitalist cconornists, among them Marx, have contended tliat 
cyclical fluctuation arises necessarily out of the nature of die 
capitalist system* because the mherent drive towards expMsion in 
order to counteract the tendenq^ towards low^er profit-rates leads 
capitalists again and agaSu to enlarge the scale of production, 
only lo be brought up again and again against the Imiitod con¬ 
suming power of the general body of tlic people. On tliis vicWi 
the recurrent crises of capitalism have the fimctjon of bankruptltig 
enough businesses and driring enough Lnstruments of production 
out of use to m^e it possible for the process of expansion to be 
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T^iuncd. A vafiaiit of thi^ txplsination is tJuLt of J. A, Hobson^ 
who attributed capitalbt crises to undor-oontiimptiori arisin^^ out 
of the maldistribiitioTh of incomeSi The rich, Hobson argued^ 
instead of spending their pioncy on oomuiiiaWe goedSj try to save 
tcw5 large a proportionj and thiis Lnerease the supply of Lnstrumentf 
of production above what is needed to meet the dcinands of the 
limited market for consumcis" goods. TJic oonsequence is that^ 
when the new izistruments of production arc set to work, there are 
not enough buyers lo take the mcreased product off the market, 
and Crises thereupon ensue, Laatiag untiL unciuploynient and the 
gradual exhaustion of accumulated stocks of goods ha\'e prepared 
the way for a further forward surge. 

I do not propose, in this brief study ^ to embark on any examina¬ 
tion of all these rival theories. Such an examination would need 
a big book, and would be imposrible without raising much deeper 
issues than 1 wis^ to raise at present stage^ I shall, indeed, have 
to aay something of some of the theories that havne been put 
forward; but 1 propMC lo bcBin^ not with the theories^ hut with 
some furtherr consideration of the faces. If w study the recorded 
history’ of depressions in Great Britain, we shall be t)crapi(^ lo 
argue that ihcir advent Ls not due to anything oormected with die 
intemai working of die British economic system^ but rather to 
external causes. Indeed^ there has been^ the best part of a 
century* an obviously cltssc connection betTrti'ocii the occurrence of 
economic depressions in Great Britain and in the United Stati^; 
and it scemi as if the signal for crisis has umally been hoisted iu 
the first instance in the United States rather than on this aide of 
the Atlantic Ocean. 


Crife/ in Great Briimn. and (hi Uniied Stak-i 

It will be seen from the accuiupanying Table that diM tvere 
bcti\'cen 1850 and 1935 twelve periods of dcpiesaiou in Great 
Britain and nineteen in the United States. Of these^ six in each 
country' were aooompanied by major criscSj, and were altogether 
more severe than the others* The dates of the respective crises are 
as follows (die sLx serious crises in each country being given in 
black type): 


Great Srilaifi* + 


IBS? ISBS 1873^ IBSO ^ 

1867 (i«S5) 1878 Um) 


[1007) 19 Ei im 
Ite? 1020 


Tlie close correspondence of the two seriei b obvious* Bui there 
b mare to it than that. In 1857 the erisb occurred in the United 

^ Ikpcessipn whkli begae in 18^ itaiewUltd in iB^3- 
* F%iLtrm in bracket! indjd&ie deep depraiiisn witlicui airy paruculsr 
qMmtat of CToiiv 
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Stales In August, and in Great Britain in November j the britiih 
criaia of iS6o followed on an American rfM^on of tBG^^ the 
col]a|ise of the boom of 1872-^ began in Septemberj 18731 ^ 
United States^ €d 3 ^ of 18^ practically ^muluneous in 
both countries* but lar^y due to speculation on the 
Aracricaji continent; the American erbb of 1893 produced an 
accentuated depression in Great Britain before there had been 
any recovery from that of 1890; the drorcssjon of E907-B started 
with the Aineric:an financial crisis of Octobo^, ^ 9 ^ 7 ^ tbc slump 
after the first Wcirld War began in die Unitotl States in aJid 
spread to Great Britain early in 1921; and Hnally the 5^nal for 
the ^vorld econornic depreariDn of die early 'thirties wm givcu by 
the Wall Street crash in the autumn of 1929. Moat of the smallfcr 
depressions appear to tell the same story. Not once does a alump 
or a orbis appear to have spread from Great Britain to the 
United States: the movement, whenever it con be traced^ has 
been the other way round- 

I do not assert thb as proof that the root cause of instahilit^ in 
the capitalist world is to be found in. the United States; for it b 
arguable that the American business world is merely a quicker 
barometer than the Britisli, and thus reflects sooner the move* 
ments of world coonomic forces vvhich it does not controK TTiere 
LS» however^ at least something very suggestive in this long- 
continued American leadership into, and also, mcidentallyip out of 
depression. The Americans, let us note, recover sooner (Jiati the 
Brithh. Here are the respective years of recovery^ mdudixig twth 
major and minor depressions: 

USA . - 185s iaS9 — »®sa r87r 1878 1885 

GJl- . 1856 i&M 1685 — 1879-80 1887 


U.SA. - iBgi 1895 1097 igoi 1904 igi^g 191V 

C.B. . — 18^ — — 19^9 — 


U.SA. . — 1915 igi 9 *932 1333-4 

GJl. - — [Waj) — — 1934 I 

\^Tierevcr there h a difference, the United States leads out of 
ihe depressbu into which it liaa mcFved first. 

It bp 1 think, at any rate plausible to attribute the very great 
sensitiveness of American economic conditions to the feverish pace 
at which, over the past century, development has been proceeding 
In North HAmerica, to the accompaniment of rapidly increasing 
population. This process has involved capital accumulaUon at a 
prodigious rate, mdudmg much use of capital borrowed 6oni 
abroad or invested by foreigncrt m American enterprise!. Tlicrc 
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is no irihcfcnt reason why such rapid expansaon should not take 
place with nrasonitblc m^arity; hut anyone who has studied 
American economic history is well a^varc that it did notj and that 
it was accompanied from the very outset by tremendous specu¬ 
lative excesses. Moreover* the Uniied Stales sulTered, right up to 
the fir^t World VVitr^ from notoriously unstable mondtary ccin- 
ditions, which altcmaldy cnosuragcrl speculative acti\aLy and 
brought U up suddenly short. It is at least possible that ecoiiomk 
iiuctuaiions in Europe would have been much Itss severe had not 
European Gnandera again and again become involved in the 
tangles of American speculation! ond had not American pur* 
chases of imports shown very wide Gnctuations as internal 
economic conditions changed for better or ^vorsc* It is also to be 
noticed ihiit British exports to the United States usually picked 
up not in the year in w'hich revival occuiTPd in America* but in 
the following year. AmcHcan recovery usiudty began in the home 
market, and then spread to foreign trade. Here arc the first 

of ixttemid revival in the United States, and secondly of recovery 
in Britt^ exports to the American market up to 1914: 

Rmsci iit U-Sj%. - i&Sj iBs 9 iSSa 1671 1B78 1885 (891 

Srilish txport TtsiKn;)F . 1858 1059 1869-^70 1871-* 1079 *886 — 


iUHsfol m USji* - 1895 1897 1901 igtH 1909 t^ia 

expoFf 1897 1009 1905 19A9 tgig 

£iir/Kr Crisii 

It would be more planriblc to assign the entire blame for 
economic crises to the United States had not such crises 
notoriously existed long before the United States reached a 
position to exert a preponderant influence on world econoniy. 
Booms and depressions can be traced in Great Britain right hadt 
through eighteenth century* though the>' may not have been 
flo widespread m their effects in earlier times. What must be home 
in mind is that In the eighteenth and early nineteenth centuries 
Great Britain \vm passing through a scries of economic revolu¬ 
tions as upsetting as the American revolutions of a later epoch, 
and that these devdopmenla tvcrc similarly accompanied by high 
speculative activity and disordered monetary conditionsi, fn the 
ikst half of the eighteenth century the prindpal isntre of this 
speculation was foreign trade: later in the century its province 
w^ widened by the progress of indimrial mechanics; and die 
fever reached its height in the boom and crisb of 1825. after the 
Napoleonic Wars, and in the ‘raUiivay manias' of the cnroiAg 
decades. Historians have found pari of the explanation of the 
40a 
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troub M of the 't!iirtj« and the 'hungry -forties* in the intense 
Jtpeeulative acmity of the great ‘railway manias,‘ when 
ressiona] and anmteur mvcitors dike rushed to I«i un 
capital in railway ventures (which muJd nnt posdblv vidd m 
m^edialr return) and in die piling up at the 

^nsc ofwug^ which nmrfcftl the growth of the factory system! 
These eaq^ianations seem reasonably to cover the csai^iaTfe!?^ 

"» 

There U, howevor, one outstanding dUfetence between 
Britain m the Industrial Revolution and the United sLt« S dS 

w “t j™"r sm 

had for ihc asking. American industries had to build thc^™ 

up on a basis oflughly paid labour—a fact wUdi Sye 

impetus to mechanisation and to piiing-up ofeapiS i«ouS 

There was immense development work to be done in r 

roads, bridges, rdlvvay. aodTcanals to span STc 

entire continent; yet this was not so different in its r ^ 

what had been done in Great Britain. The outsi^dimr^l^ 

was that labour could be had only at itJ 

plausible to attribute the oceurrenea of crisis in ^e Ei,j|l 

the Induxtiial Revolution to the want of purchasimr 

the ma^ of the pwpje. Jut im sudi ^xplLiation S dl? 

pioneenng days in the United States, If crisea were 

the developing Amcricao c^nomy, the reason was not Urn! w™ 

were too low to purchase the increasing broduct Tho 

the ‘poor whites' in the Sdutli lived at very Imi^tand^^T* 

no non adyannn .h™ p,v.„). » d.7 

business instability in the days of eqndncjitaJ apantiom 

SpeaJnHon 

We come back then, to s^ladmi as the most obvious cause 
JThe economic life of the United States has been rm 
simulative excesses from the very beginning. Land snecid^do’^ 
lJ.„d , tup p«rt in =di« ■rU» Rrpubli^S*^ 
Since die Americans have shown themsdves >r- nrr [7.l 
temperament speculative beyond the ordinary. “V t 

^ wmment o^n to what ha, «emed infinite eopIniS? w th 
popufcition continually nsing and fresh rcsouiw^ of priScti™ 
dways ready to be called mto use. die Americans gamSS 
m real estate, then on produce markets, and then iWT^ii ' 
stock markets, of which Wall Street be^e Sl cSS id th^ 


symbol I do not that this bappcncd because of acme vice 

inherent in the Ammean character: of course not. The Amcricau 
chiiracter was itself a product of the dicurnstaxiccs which invited 
to speculative excess^ In Great Britain^ for the most part^ the old 
landlords quietly ahsorhed the gaini qf the Industnal Revoltition 
without gambling on them, and the exiatenoe of the old landed 
aristocracy served aa a stabilbing force. Even so, there was plenty 
of gambling in railroad and mining ventures, and, late as vsitII as 
swiij, in ail manner of investments o\^ctseas% But ihe British 
economic system was settling down and growing lesa markedly 
spccukti^'c through the nineteenth century^ while the Americans 
vsT3t: still finding new chances of extending the speculative range. 

How, precisely^ docs speculation lead to economic instability? 
Under normal conditions the buying and sdling of land and 
eidsttng capital assets for profit is a matter of trying to assess what 
incomes they can be expected to yield, or perhaps one should say 
what incomes other people may be expected to expect them to 
yield. In a rapidly developing country there is a strong tendency 
for the inoome-yielding vSucs of exbting assets to rise. Land and 
business set-ups alike tend to increase in >icld as popidaiion 
increases and as the total of uallonal wealth gets Latter. Many 
people want to get more than thdr share in the rising wcaltli, and 
sec that, if they can gee hold of assets which appreciate Ihstcr than 
is expected, they w^iU be able to rap windMgaini. The optimism 
generated by die upward trend of ihe whole economy creat« a 
inc^ of wiliingnesa to believe in the condnuance and intenstfica- 
tion of existing favourable opportuniiieai and optimiiis begin 
bidding one against another for assets dun look promising* In 
doing so, they accept loiA'cr and lower present yields^ or imme¬ 
diate prospects of yields, in the hope of great things^ to oome. 
Land values and stock market value* go on rising higher and 
higher, until . * * untii what? Until a point comes when more 
speculators think the time has come for realbing upon tlieir gainSt 
and getting clear ivhilc the going is good, than arc prepai™ to 
plunge further. This process of rcaJisation, creadng a market with 
more scUeits than buyers, brings values tumbling doivii; andt if 
the speculative movement has been carried far, the notl thhig U 
a panic—a desperate scurry to scB before values liave ialteu so far 
as to face the holders %vitii absolute min. The effect of this scurry 
of course b to bring stock market prices down with a nm, and to 
stait a geoeral landslide^ w'ith me demand for capitOul goods 
falling offalmon to nothing as the prospects of profitable invHt- 
ment disappear, mid with demand for consumcra" goods also falling 
sharply as the ruined speculator? and thdr victims set out to 
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reduce standnjndj of living, and a$ vir^rkm are thrown out of 
ctuplaymcnt on ail sides. 

The position is made the first, because many of the 

specubtors v.i]] have bought 'on matgin,' and secondly because 
they will have included from the first professloiiaJ fpeculators who 
knetv all the time how false the enthe process wa^. Buying *on 
margin' means buying more stocJt, or more landj than one pnys^ 
for, by merely deporting 'cover* to oDow For a certain range of 
iluctuation in market price. The buyer *on margin' very often has 
no mtention of ever holding die stocks hr purports to buy: he 
means to sell again at onoe^ at the cxp^ctecl higher price, and 
merely to pocket the difTcrence* If a fall* instead of a rise, occurs^p 
he dare not hold on; he has to sell wMc his cover is sdll enough 
to meet his loss, Conicqucntlyj tramactiont *on margin^ lead 
easily (o paiiic: adling when things go WTong. As for the pro¬ 
fessional speculator^ his job is to inake as much money as he can 
out of the ^libility of the public—to force prices as high as he 
dares and then sell out, leaving tlic amateur specubtors to stand 
the racket. He too acts as a powerful force exaggerating the 
upward movement of prices* and then ptiMdpiiating the crasli. 

Share in Biecm wuf Slump 

Consider for a moment what happened to the prices of ordinary 
shares (the Americans call them ^common stock^) on the New 
York slock market before and after the crisis of 1929^ Take as 
Si 00 the price of a representative bundle of'common stock' tnadc 
up of all sorts of holdinp, including the steadier as well as the 
more speculative, in 1924, on the average of the ycaris pricea. By 
1927 the price of this bundle had advanced to $169^ and by 1929 
to Sayo—stillin tertna of the average prices throughout the year» 
In Septemberj 1929, just before the crash^ the price was S^og* 
The value of all types of “comnion stock,* good and bad^ stead y 
and sp^ulative together, had gone up threefoUi. By the end of 
1931 this same bundle of stocks was valued in the stock market at 
only $7 7, and during the following year the vaJuation was again 
halved. Even bonds bearing a fixed rate of interest, which had 
been oui of favour during the boom^ while investors \\m out for 
Bpcculativ^ capital gains, were affected by the gcnctal panic, and 
Jumped lo fantastically low* prices. Of course such valuations— 
both the high and the low—wiert quite absurd: it is mere nonsense 
to suggest that, on any long-term calculation, the real value of 
industrial property In 1929 was three times what it had been in 
1924, or had fallen In 193 a to one-tenth of what it had b«n 
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ID igag. nie eaiirc process of valuation was fictitious: it 
scnt^. not what anyone could reaUy suppose to be the vaiw of 
industrial property in the bog run, hut merely w'hat value they 
supposed stock market operators would put on it m the munediate 
futurTThese shaie prices represented not the otinmto of value 
made by peisom ^vho meant to hold die shares for the income to 
be derU’ed from them, but the results of calculations of probable 
rises and fhils in capital value by jpeculators who meant nut to 
hold but to sell when they thought the pnee hod wadicd its 
biKhest level. The speculators were not making sob^ jibgments 
ofeaming cxipadty; they were tiyiog to make capital gams out of 
one another’s folly, in the hope of getPng out wbib the going was 
still Rood. Moreover, (his rvas being done not only by jprofessional 
stock market operators, but by millions of Amcricm mtiMns who 
went in for a fluttci- on the stock market in the ^int a an 
Englishman places a bit on a racehorse or a greyhound or a foot¬ 
ball team, but on an immciuely larger scale. . . , . 

If spemilators made money only off one anotlier, and sliarra the 
losscs^ong themselves, this sort of speculative fever would not 
Bwatly matter, and the real work of the world WuM go on 
mitardless of it. But this is not wliat happens. A crash of adula¬ 
tion drags down with it many legitimate businesses which ^ve 
become involved, creates a mood of no ronfidence m which 
investment in new capital asacts is brought alino^ to a stand, ana 
thtovya masses of people out of work. It nas, moTOVi^, a 

enancM aspect. Usually, while it Usu, banket^ thtir 

ffpcculadve clients with larger and larger loaiis to speculate witn: 
imccs of goods increrise because of brisk demand wlicn so many 
oersons sue filling rich on paper, and bankers therefore m^e 
l^cr advances to cover ordinary indostiid and distnbuuvc 
cxTCnses. The amount of money in kOvc circulation incrcaMs 
fi«t up to the crash; and then a crisis of ‘liquidauon ensues. 
Bankers hastdy cJih >n as many loans as they dare, bringing 
speculators and ordinary borrovver* to the ground together. 
Commodity prices fall sharply, and business 1 ^ are made on 
accumulated stocks and on work in process. a lag, wage- 

cutting sets in, with the object of rcdipng costs. There is a general 
up«i in every comer of the economic s^tem. 

These are the effects of a speculative boom, based on tr^ng to 
get rich quicker than the realities of the situation allow. In any 
Ixpanding capitalist ecoonmy, there is bou^ to be a tendency to 
su^oeesscs, strong m proportion to die vigour of the expan^ 
forces and to the weakness of any social mediaiu^ of control 
In the American case, up to 1913. the ahsenoc of any centrally 
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organxsi^d batiking systC'm vvai commonly irgmdod as one great 
reason why Fpccnlathe activtdefi were Stowed to get so badJy 
out of hand; and the Federal Reserve banking system was 
created in diat year in the hope of providing an inscrument of 
effective controL 'fhe FederaJ Reserve System did not^ however* 
prove ahle to stop the big speculative boom of 19^8-9: the 
speculative tEmper ^vas too strongly established for the weak 
measures which were all those at die head of the system dared 
take to prevail against it. 

7^ llFUkd StsUs and Gr^at Britain 

Tliw great strei^th of the apcouladvc impulse in the United 
States is a Victor of the greatest importance for the world^s future. 
It seems uedikdy that the Amaicans wiii settle down in the near 
future 10 conditions of even moderate economic stability f and 
their Influence on condidDns in the rest of the world will be even 
greater than It has been hitherto unless spedal measures are taken 
to counteract it. If the United Slates^ from now onwards* em¬ 
bark on another of their grand speculative booms, followeti by 
a collapse comparable in scale with tliat of 1932-3, every other 
capitalist ODunt^ will be in danger of flnding itself dnigged in die 
w^e of Amedcan fluctuadons. At any rale, this is what will 
happen in the absence of Bpecial preventwr measures. It will be 
the more certain to happen because American speculation ^vill 
not be confined to the home market. Americans wOJ speculate in 
foreign holdiiigs, just as British flnaneiers, if they arc let* will 
speculate on Wall Street^ Moreover* one great Ikcior in bringing 
collapse in Europe after 1929 nas the sudden withdmwal of 
American capital by speculators who wanted it in order to restore 
thedr ‘liquidity" at home, A repatriation! of American money fk^m 
Europe will in the future be even more destructive in Its 
consequences^ 

Suppose that* in the very near future-^probably before this 
book appears—Grrat Britain returns to a form of gold standard* 
such as we have promiEed to adopt under the scheme drawn up 
by the Erction Woods Monctai^^ Conference. Suppose Great 
Britain agrees* as the Americans dcsife* and have in fact made 
a coition of the loan granted in 1946* to abstain from all ‘dis- 
criminatory" arrangements m international trade. Suppose wc go 
back* in thc^ rapects.* to the traditional practices ofninetcenth^ 
century capitalism—and suppose that, when we have done so, 
crisis depression follow imon boom and speculative orgy in 
the United States. Wliat xvilJ happen? {1) Americaji citkens will 
go hard to work, trying to call in debts owing to them from other 
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coLinbicSp m order to re-establish their ovm ^Jiqoidjty* in lace ol 
itock market losses at home, (a) Arncrican prices will Mi shiu^tyj 
making it ncccKsaTy Ibr U3 kj cut otir prices in oirder to maintaxii 
Qvr exports. (§) Tlicre will be a strain on our fordgri cjtdhaiiEcip 
due to the recall of American moncy^ the fall of exports^ and^ if 
allowed p the dK'crsion of money from London to make cheap 
purchases in the United Slates. (4) American purdiaaes of 
imports will fell sharply^ dislocating not only Biitinh exports to 
America, but also exports to other oounixlc* which can m longer 
sell their own products in tlie United States. (5) American pro¬ 
ducers, faced ^ith a decline in their own home market, %rill ^ 
to sell more abro^, and will thus compete further with Britiali 
exports,, and put a further strain on the stcrling*dollar exchange. 

Now suppose that wCp in Great Britaiu, have been endeavour- 
ing to follow a policy of *full cmploymcntp,' maintaining the total 
demand for goods and services at a level high enaujgh to leave no 
surplus labour unused . If we attempt to cut prices ia corrcspotid* 
cnee to the fall in the United Statca^as by the Tuk$ of the gold 
standard we ought to do—'We shall force a foiyor crip 3 in our own 
country, ajccompatiied by serious wage disputes and mauy^ busi¬ 
ness bankruptcies. The Government, if it is pledged to maint^n 
full employment p ^vill have either to pay out subsidies on a lavidi 
scale or to embark on tremendous scliemcs. of public works, or 
both. Even so^ there will be heavy and intractable unemployment 
in some industries particularly in those connected with exportp 
where resources arc not easily transfcrahle to akemative uses. 
Over and above all this, we shall suffer a crisis in our balance of 
payments^ for if as far as we can we keep everyone at work, and 
provide reasonable incomes for the iincmploycdj the demand for 
imports will remain high, whde the voIuhig and value of exports 
will M. We shall have to incur yet mote ford^ debts and to sell 
off such foreign invcstiijeiiii as remain to us, if we Itave any that 
we can sell under such condiitionsi and before long we shall iii^d 
ourselves under very strong presure to give up the attempE to 
maintain employment, and being exhorted, hi name of 
'sound" economics, to resort instead to the old tradmcmal pohcics 
of deflation and v^^ge-cuidng in the belief that the hrst step 
towards making things bclicr is to make them worse. 

ThiSp be it noted, is on die assumption that we have agreed in 
advance—as we have already as a condition, of roccivmg the 
Amcrit^Lti loan—to adhere to a fixed monetary standard and to 
eschew all Miscriminaiory" practices in intemationai trade—and 
that we stick to our bargam no matter what it costSr But now 
suppose that we arc under no such ohligaiioiis. We can in that 
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tnsCy if viTc will^ rcilw to allcnv the value of our currency to be 
Aflccicd by the change in Ainericnii pricesj and we can ooncert 
with other countries belonging to a ^sterling groug^* measures for 
keeping our money and thein stable in value in face of the 
American collapse. We can strike spedal bargains with oourttriei 
from which w'c need large tmpom lo receive our exports in 
exchange. We can stabilise our oi™ intemMal cconoink conditions, 
save lo the extent to w'hidi they are affected by the MI of our 
exports to America or to other counliiei which depenil on sales lo 
America for the means of buying us. We can set about help- 

ii^ these adversely afTeclcd countries without being hobbled by 
the strain on our own exebangts with the United States, In shortt 
though we cannot prevent an American crisis from having some 
adverse reactions upon us—that w-ould be aJtogeLher too much to 
hope for—we can greatly reduce the impact of the American 
depression On Ourselves and on tlir countries with which we arc 
most closely connected; and we can keep up without great dlffi- 
cu^' our own home policy of 'full employment." 

This is sajd^ not out of any animosity tow'ards the Americans, 
but as a simple statement of the reasons why it would be dis¬ 
astrous for Great Bricain to allow Itself to become inescapably 
bound to follow at all costs policies which might seriously micr- 
fere \rith British employment and prosperity, and might ibrcc 
deflation upon the British economy whcnev'cr the Arijcricans 
allowed their aflkirs to get Into a rocss^The case might be altered if 
there were any good reosen for supposing tliat there wtJJ be* in 
the United States, no more prodigious speculative bootm followed 
by crises and prostration of economic activity^ leading the 
Americans thcnwlves to resort to any or all of the very expedients 
which the American Gov^mnictii is urging other countries to 
bind themselves to avoid. But so tuany Americans have already 
proclaimed their will, as soon as they possibly can, to make an end 
of *Ncw“ Deal’ economics and of all fomis of public con trol over 
private business^ that other countries are bound to be upon their 
OTard. Nothing can be more certain than that the Americarw, if 
they do frmlly scrap all the controls and return to the unfettered 
rule of big business, will be back in a Jiffy at the old speculative 
came, with conseo^ienoes as disastrous for the rest of the world as 
lor th ems^vea^ unless the rest of the vvorld puts itself in a positintt 
to deal with such a situation should it suise. 


Tlu Jiziro^t/iry of Cffpi/fl/Ifi?! 

Tills is not to say that, in the absence of disturbing forces from 
tlic United States, capitalist enterprise elsewhere would proceed 
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on a pcifectly cvtn kcd. Tlie Ajocrican ccanomy repro¬ 

duces in a more exaggerated romi the icndcncio to mutability 
uhidi arc everywhere inherent in the system of proGt-^king 
invcstmefit. Capitalism dsewhere tvould have its ups and dm^ 
albeit probably less violentlyp even if America wctc right out of 
the picture. It woLdd do so became there is, under the capitalist 
form of production, no assurance at aJl that the processes of pro* 
duction and diytribiition will be carried on in a balanced w^y. 
There is, in the first plapc, no assurance that the sum of the prices 
offered for tluc products of ioduatry will be Kjual to the costs of 
produciog them- The stream of private moncy-incomes divides 
Itself, in the hands of the rcoipientSi into throe parts—one ofw^hich 
15 spent ou consumptioiH m the broadest sense* including icrv^ 
as w^h as goods* and the part of Utie pii<^ of gocxls and services 
which goes in indirect Uixation; Xi second goes to meet direct taxes, 
rates and contributions; and a tiiird is saved. The price of con- 
iumcra" goods and services* leas indiroct taxeSp goes bade to the 
producer^, and is set a^nii iheur costa, induding profits. The 
prodi:a^t of direct and indirect taxes and other contiibutioos is 
partly spent by public bodies on goods and services* and partly 
transferred back to private incoides as soda! insurance benefits, 
public assistancct or interest on public deb ts. A part of the public 
tax receipts may also be used on occasion to buy capital goods, 
though public bodins more offen finance such purch4ses out of 
loans. The trouble arises when we come to consider the third part 
of the private Inoome stroam—that wbich is ‘saved.* For the act of 
saving k in itself fuaxly negative: it returns nothing Co the pro¬ 
ducers of goods and services. The act which docs involve such a 
return h not savingj but investment—the purchase of newly pro¬ 
duct capital goods. It is mi "invmpicnt' in dUs sense when 
savings art used to buy existing assets or securities, such as e.'^ting 
factories or existing sharca or debentures w^hich have previously 
belong to someone else. Such purchases merely transfer the 
ow-nerdup of ousting assets and of mone>': they do not meet the 
cost of any newly produced assets or keep any w orkeix employed. 
Ko doubt* if I buy £t*ooo worth of existing shares fiom X* A then 
has the £i,ooo to dispose of as he pleases; but no real investment 
lakes place until he or someone to whom he lias passed it on 
actually uses it in buying raw capital goods. 

Sapin^s and Inatstutnt 

My wLllifigties) to 'save' j^i,Qoo doa itot at all invcdvc that 
cither 1 or anyone dsc vrill be willin;^ to spend £ijaQO in buying 
new capital goods. The two things arc only tenuously connected. 
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Real invejtmcnt requim dmt iomebody iball actually ^pend 
money—his o\m or borroived—on buying current products for 
use in subseque nt production. Deebions to * invest/ jn this setae* 
may be taken by peraons who have saved money out of their 
incomes, as ivhen a workman saves out of liis wages utitU he has 
enough to set up tn a tmalJ w^y Ibr himsejr, or when the owner of 
a family huiini^ curtails hk domestic consumption in order to 
buy a new macldne. But much more often the savers and the 
investors are different persons—or, indeed^ the process of invest* 
ment may have nothing directly to do tidth saving in any ordinary 
sense. The situation of ^e small saver-investor b, no doubt, repro¬ 
duced in part when a company buys new capital goods out of itfl 
reserved profits; but ihc money fur sucIj purchases may come ju^ 
as well from bank loans or from the side oJ'existing investments to 
a bank* Ifiheie were a fixed stock of money^ nnnii^ly reproduced^ 
so that all money for spending had to come opt of somebody^ 
current incomci tlie situation would be difrcrent+ But^ as matters 
stand, the supply of money can be increased or decreased by the 
action of the banking system in mailing It more or less abun^ut, 
and there is nothing to cause the supply of c urrent money savings 
[Q be either equal to* or greater than, or less than, the amount of 
current Investment* 

Or rather^ should one say, in n favourite phrase of current 
economics, there is nothing to ensure the cquii^cnce of ^savings' 
and ^investment" ix ank (that is, bclt^rc the im'cstmeni has been 
made), though there may be something to bring it about er port 
(that is, after the investment has been made). If business men 
invest less than the recipients of income attempt to save, total 
spending on capital goods and corLsiuncrE^ goods together will fail 
short of the total ‘coats* of producing these goods, and budnes 
losses wdll occur. These losses, from the standpoint of the aysiem 
as a whole, will cancel out the cjcccss of "savings' over 'investment/ 
so drat In the aggregate no more than has been actually "invested^ 
^vill have been saved. One cannot Teally save money—only things. 
Money saving is only a claim on other peoplc^s future products* 
It is not wcolthp but debt. Those who have 'saved^ money can 
keep their claims in spite of this &ct| but they have added nothing 
to die total stock of ^.-uiucs and^ to the extent to which their 
^vings have been held back from spending on current products 
of any sort, have necessarily infheted corresponding Iqsbcs on 
someone else. 

It is so important to get dua point clear that I am going to run 
the risk of being tedious in otplaining it. Let us go back to the 
case we took previousiy, when we saw tliat Imperial Clicmlcal 
410 


Indii5tric^i or any other big concern, IT it refriimB from investing its 
reserves in odditionai plant* will not proceed to spend the sums 
which it holds back froin investment on dinners for its directors or 
on any form of curfenl coiwumpiioiL It wiU simply not spend 
these sums nt all* tintU in the view of its directors the prospects of 
profitable investment impro^T^ 

Now^ the effect of I.CJ., or of any other body, holding back 
sums from spending in any form is that less money mail is being 
nlTercd for the total product of Industry, including both industries 
producing iavcatincnt goods and those prodncing conmmert" 
goods and sen^cca. But, if less money is being oflered for all the 
output, cither the output must be cut down or the prices charged 
for some or all parts of it must be lowered. There can be no dispute 
about this: it is a matter of pL\in common sense. In practioCt bo^ 
things happen. Prices fall—not evenly for all prcducts^^ but in 
varying degrees aocording to the pardeniar conditions in each 
branch of industry-^and the CtUs in prices act as deterrenta to 
producers* so that less is produced. Inevitably^^ under these con¬ 
ditions^ some workers are thrown ont of work, even apart from 
those who are left high and dry by the falling off of demand for 
the products of the indusirics making investment goods. A dump 
in this group of industries thus reacts upon others, causing a 
deebne—though in most eases a less severe dedinc—in the 
employment of labour in these other branches of prod ration. 

Thi^ ought to be obvious; but it has taken people—including 
economists—a long time to see it, mainly because they got 
confused in their minds two things which are really d^tinct. 
These two thlnp are (i) private money saving, and (a) mvesl- 
ment. It used to be assumed that any part of anyone's income 
that was not spent on current consumption would be ^saved/ and 
that this process of ^saving’ could be identified with the gnite 
different process of'investment.' In fact^ however, for a private 
person to *^5a%'e* out of his inoome is mei^y to relVain frojii con- 
suming all of il—a purely negative act. 'Imostment,* as distinct 
fi-om "saving/ occurs only if the 'saver,' or somebody else who 
borrows the money from h^im, actually applies it to buying 
'invcstmcrii goods The ordinary saver has, under modem con¬ 
ditions, no poiver to do this: what he does* unless he is himself in 
an independent businciFis wliich requires new capital, is either to 
pass his "savings" on to somebody else to handle for him, or to hold 
them Idle or unused. He can pass them on in any of a variety of 
ways. He can buy stocks or shares on the Stock hfarket; he Gtn 
acquire shares or deposits in a Co-operarivc Society or a Building 
Society;, he can take out an insurance or endowment policy, and 
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thiii transfer \m money ta an Jrtsnrance Ck>mpaiiy or a, Friendly 
Sodcty. Alternatively, he can pnt his money on deposit in a bankj 
or he <an wrap it up m an old stockings or leave it in a iafe deposit^ 
or bury it tti the batk garden. Norte of these wayg of dealing with it 
constitutes in itself a real act of SavestmenU* Real ^invcstmetit* 
oocutu only if the body to which the saver has handed his money 
over uses it to buy actual itiTOtmcnt goods—and ne^viy produced 
goods at that—so ad to take part of t^ ^rreiir output of goods oS 
die market* 

*lhuSj if a saver buys shares or debentures in odsting conoerm 
from someone who owned them previously, no new investment 
tako place. The buyer’s money is transfen?^ to- the seller of the 
shares, who can then do with it as he pleases; but there is no 
purchase ^thc emrent output of industry until someone actuaUy 
uses the money to buy new goods or scrvloeSi Money can go on 
changing hands a number of times tvithout any real investment 
occurring when it is thus passed from owner to owner; and in 
times of active specuhttmu such transfers do often take place. 
When business ia active, someone ^vill probably in due course 
choose to apply the money to the buying of mu} capi^ assets; but 
when busmessi is dack this may not happen. Individual ’savers’ 
will then tend to buy up easting capital assets, without any 
crentton of new assets; and collective ^savers/ such as joint stock 
concerns, will tend to build up reserve lunds for future investmeciE, 
without making any purchases of new' investment goods beyond 
the minimum required for indispensable replacements of those 
w bich wear out. 'They wdll have, of course, to hold tlicsc reserve 
funds in some form, cither ai bank depcsils or in some kind of 
gilt-cdgcd security- In practice, what happens to a quite con¬ 
siderable extent b that the State borrowi their money from them 
by issuing long-dated loans and using the proceeds to pay off 
aliort-tcrtn debts. The sums repaid flow into the batiks and are 
cither cancelled altogether or accumulated in idle deposits, with 
further deflationary effects. 

When this situation arises, and purchases of new capital assets 
dedinc, the consequence is that the volume of 'savings’ JMls off, 
ITie oommunity as a whole cannot really ’save^ more than it 
invests in real mv assctji* The individuals and companies that 
’fiivc’ may indeed, by keeping the money in the banks or putiliig 
it avv^ay safely in gilt-edged securities, be able to hold over the 
purchasing pow er which it represents, so as to have it for use later 
on. But by refraioi^ from taking any cif the current output off 
the market, dicy will in the meantime Imvcr the current eamings 
of industryp and thus cause less in the a^icgate to be either 
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or conaiwocd than would bavc been if profit* and 
incomes had rrnmned ai tlie previous levieU. The nadooaJ income 
ai a whole is bound to fall short by the amount which any of the 
recipients fail to spend on either investment gpodi or constuners' 
gockds^ and accordingly at the next sta^c there will be so much 
lc« mcome to ^aavc* or to consume. The ‘'savinga* made and 
lodged in the bank, Of die safe deposit^ will not be, from the 
standpoint of the community, real saving*; they will rq;3re3cat 
subtractions from the incomes H'hich would have been earned if 
the sums in question had been used in buying either investment 
goods or consumers* goods or services. 

Many people find this tnitli hard to master because they 
instinctivciy think of I he aggregate aavin^ of the nation as being 
simply the sum of the amounts which individual dtJbens save out 
of their current Incomes, and fail to see that the Kze ofihc incomes 
out of w*hich these ^sasHni^' are made itself depends on the level of 
employment and production, Tliere is a quite natural tendency 
to rhirik of the finance of the people a* a whole aa working in the 
same way as the finance of a private indi vidual, who can set aside 
for saving whaicvcr proportion of Ills income he pleases, ft Is not 
seen that the size of the national Income depends on the extent to 
which use is f>cing made of the current power to produce goods 
and services, or dint thi^ extent to which these will actually be 
used depends on the readiness of lomeone to buy what esm be 
produced at a piice which w\\l cover Its cost of production^ so aa 
lo make the producing of it worth the while of the profit-seeking 
bu^irLess man. If, because a part of current income is not s}^nf ai 
all on curtenl output^ prkxs fall and fesouroes in jouie «rctioits of 
industry are' left unemployed, the national iricdmc is bound to 
become smaller, and both investment and consumption are 
bound tQ be cut down. 

tfiBestm^ni und^r Socittlism 

These arc nccessiry consequcrtccs of a profit-seeking economy, 
or of any system that makes the volume of produedon and 
employment depend on the state of tlte market. The same con¬ 
ditions do not exist under a Socialist rystem, such as has been 
established m the Soviet Union; for there the volume of ptoduc- 
tton is dctcrminedi not by the proapects of profit that are enttr- 
lalned by busiiras men, but by the quantity of pit^ucdve 
resources available for use. A Socialist countryii desiring to 
achieve the highest possible standards of living, will produce ail 
it canj distributing tta resources according to its ideas of Vsoclal 
priorilict^—that b, of the relative urgency of different needs. 
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Such a counby will thcimvUh take care to crwwre that enough 
income h made available to buy the entire output of izuluatry. 
It tnuy itself purchase all tlie in vestment goods tt thinks necessary 
to maitilatn and irnprm^e industiial producttvltyp and distribute 
to the general public only enough money income to buy up all 
the supplies of consumers^ goexifi and services at the ciUTcnt 
prices^ which it will itscLT have authorised and approved. Qr, if 
It leaves individuals to make their owti allocations of their 
incomes between 'saving' and cansumptlon, it w'ill itself regulate 
the level of public inrabnent so as to ensure that k sliali proceed 
at the rate which is deemed consistent wiili public needs. It can 
easily do this by borrowing wliatever its citizens decide to savc^ 
and dien adding to their savings whatever it deems necessary to 
bring toiai investment to the required level. Or, if its citizens 
to save more in the aggregate tlian it deems to be necessary, it can 
tax them until their saving is brought down to the approved Icrvclp 
and can use the proceeds of the taxation to dktiibute additional 
incomes to consumer*, cither by such money payments as pen¬ 
sions or childreu^s aJJow^ces or higher wages to public 
employeeSf or by supplying free or subsidised services, such ai 
tree milk or mcsil* or free water supplies or transport, or indeed 
anything it chooses to supply to it* citizens, or to some of them, 
at less than cost price- 

A Socialist society stands in no &ar of serious imemployment 
precisely because it is easily m a position to stan by arranging 
that all die availahk mourns of production shall be employed, 
and then to ensure tliat tlic right amount of income shall be avail¬ 
able for buying w hat is produced at any levels of prices that it 
may choose to endorac. In a so^ty in which produedon h mainly 
dependent on the moth^c of private profit, no such simple method 
exists of keeping the toial demand for goods and services on a 
level with the total productive capacity, Thcne is, moreover, in 
such sodell^, a further dkturbii^ factor in the power of hankja 
to vary the supply of money in aocortlanccr with their own 
cxpectadons of what they can lend with reasonable aafety* 

Bank Mon^ md InixilmenS 

Money spent on current products, whatever its source, goes 
into the process of circulation and becomes avaOabie for spending 
again. Tlius, if bwincss mm wish to invest money m new instru* 
ments of production and, instead of borrowing thb money out of 
anyone's savings, can fjcrsuade the banfei ng syiiem to create it for 
them, the created money does just as well for meeting the costs of 
the producerv as if it had been aa^-ed out of current incomes. As 
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tlic hajiking system hii3 cliis power to create money out of nothing 
—and m dne cour^ to destroy ii again—iheit; Ia nothing to ensure 
that the mont^' available for buyit^g capital goods alialJ not exceed 
amount which is being currcnlJy saved out of Incomes. In that 
there is nothing to prevent a larger total sum being offered 
for the current product of industry ihan it Ims coat to produce 
{ineluding normal profits as part of cost). Producers will then— 
some or ^ of them-—be able to sell their output at a piice high 
enough to yield them windfall promts. This is of eomrse a regular 
phcpumcnon of w^hat is called ^inOiition,^ which conshU in the 
creation of additional money unbalanced by an equivalent 
addition to the supply of goods and services. 

Fit IVhai Sense m Samngi and Itmilmenl fUnllj EqsiaP 

1 do not propose at this point to go further into the quesliomi 
of monetaiy theosy' which are involved in this prooess of creating 
money out of nothing th rough the banks. Here my point is simply 
that in capitalist societies the act of "saving' and the act of "invest¬ 
ment* arc two quite distinct and separate aetS| and that there is 
nodiing in the oondicions under which money comes into circula¬ 
tion to ensure that the supply of money for investment shall 
coincide with die atnount ^saved^* Sudi coincidcnoc as there is 
arises only after the events and is a coincidence not of monetary 
amounts taut of real values. There is no real saving escsept that 
which is made actuid by Lnvesiment in new productive assets; and 
all mveatmenL in this real sense must come out in the current 
□roduet of industry and leave so much less potentially available 
for Current Consumption. 

Yet even this Btatement may \x misleading^ though I have dorie 
my best to line it down to the bare essentials. For investment 
leaves leas available for current consumption only on the sup* 
position thatp LT the capital goods which represent me Investment 
had not been produced p. an equivalent supply of consumers" goods 
or services would have been produced instead. Thi^ ImwievcTi 
might not have been the case. It might have been impracticable— 
or ircLpmcticablc \«thout Ids of productiw powr—to transfer the 
reEOuTCcs required Jfiom the production of capital goods to that of 
consumers" goods] and^ if such a transfer was impmcdqablei 
abstention from the mvestment would not have tnenksed—or at 
any rate not pnoportioaatcly—the supply of consumen" goods. 
Of course, this involves that if the capital goods had not been 
made» there would have been either some unempLoyment or 
some use -of resources for purposes for which they were ill- 
adapted. Such diffieuitjcs, inicilved in the shifting of rcsomices 

415 



from one to another, are always Wvind lo arise where dirrr is 
a in the relative demami for capital goods and consuitijrrs’ 
goods, Thc>^ are, however^ only variants on dir difiioulties whieh 
ariw \vhcnc\'er dir structure of demand changes. It may be a 
great deal raider to shift from making butter to making gramo¬ 
phones than toshJA from making gramaphnnes to making storings. 

Conctushns 

The broad conclusion to dir argument of the foregoing pages is 
that there exists under the Bo-c;^ed "free’ capitalist fysicm no 
mtebnnism for keeping the ilovs^ of ^investment’ in Hnc with the 
flow of ^savingSj" or for ensuring that either shall proceed at a 
reasonably even pace. Let us try to see what will happen when 
either or both streams alter pace. 

(t) If tJie Jblir {f 'siwings^ dropi behind ihe demtmtt fot for 
n’tkf investment must be slou^d down cf port cf the 
demand must he mH out nrwljf mated mon^, A slackening of the 
flow of -savings/ if it occurs apart from a DUJ tn total imromes^ 
must mean more spending on consumption, U wUl therefore mean 
a larger demand for consumers' goo^ and services, requiring a 
shift of resourceis to the making of those things from hidustrics 
which make capital goods. But a larger demaiid for consumci^ 
goods will mean a larger demand for the means of making diem— 
that is, for the types of capital goods used in the industries which 
make consumers' goods. This will be only in part of&et by a fall 
in die demand for other CnpitaJ goods; and llie efltxt wdl be a 
stimulus to irn'cslincnt. The money for this, in default of unused 
savings, will be met by newly created money, which ivill have the 
effect of raidng prices for both capital goods and consumers' 
goods. At least a mddly inflationary situation will arise. In other 
w^ords, a community which wishes to avoid inEadon must, in one 
way or another, save enough out of current inconic to pay for the 
supply of ntnv capital goods needed to supply what economists 
call its ^propensity to consume.' If the cidzens do not save enough 
of their own accord, die State must do what is needed for them— 
for rjcample, by taxing diem mont heavily and applying the 
proceeds to works of capital development, thus removing the 
need to resort to batik-Hn^atcd money, 

(^) If on ih other the ^npplj of 'savings' mts ahead of the 
demaml faf imxsimmtj the Slate must ftflier raisi the tepfi ofinveslmmt 
etf^rking off *fniblk works* whieh would not otherwise hone hem 
takm /n imnd {or not tiii tatir)^ Of must tax savings and appiy the proceeds 
to stimutaHng somumption in me or another of ^ ways we have alrrady 
discussed. 
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(3) If tht dtmattd for wlseShtr or m?/ ti is w hdwct with 

tftf %p!dy v/sasings^ is faw Sow to proiidtfor tfte incntasr of pfotbutix 
fiowtr at a saiisfafla^ rale, or to kstp tfn iadustries wkkh tmskt capital 
mods Ttasonabiy implqycd, the State mur^ take sUps to intrtass the Uod 
ofvwestmntt ciiher by embarking on useful public works, or by 
offering subaidic* or other forms of stimuJ us to private in^TStment, 
It will be observed that I have used the words 'satislactory' and 
■reasonabJe/ These may appear lo be queatioti-bcgging words, 
sadly wanting in precirion. 1 have used them bccau« there is no 
instiWcnt more precise than cominon sense for deciding what is 
a satisfactory rate of increase in productive power* or what level 
of employment in the industries malung capital gtiods is to 
regarded os reasonable. Thcre^ is no ‘sdentific’ answer to the 
question—How large a proportion of its annual income ot^ht a 
nation to consume* and how much to set aside for increasing its 
future productive capacity? Many considerations enter in—■for 
example, the prospects of change in population, the rvillingncss to 
postpone consumption in order to consume more in the future, 
the need to speed up iodiLstriai ddielopmcnt in the hcat^ Indus¬ 
tries for the sake of national defeat. ThcK questions can be 
answered only in relation to the particular circumstances of each 
case, and even so only by common sense and not with the 
exactitude of science, 

(4) If the demand for mmtment seenu 1 m Idgh, in ulation to tne 
ptolsablt demand for tfie future smicer of indast^, pte State must tdte 
steps to damp doum iimstment, either by abandoning or postponing 
some of its own plans for public works, or by deterring private 
investors. But in what sense can the demand fisr investment be 
too high. Save that which we have cotisidercd already, when it is 
running ahead of the supply of savitt^ so as to create an 
in paiinnar y situation? Apart from this, investment can be t(» 
high only if it cither involves an unduly low standard of living in 
the present—too much postponement of present to future con¬ 
sumption—or is proceeding in a lop-sidra fashion too much 
investment of some kinds as compared with othm, threatening 
a relative superfluity of some forms of productive equipment. 
When the danger takes the latter form, the right course is to take 
steps lo correct the disparity, rather than to decrease the total of 
investment. Such lop-sided investment has been very liable to 
occur in capitalist booms from the early days of the canal and 
railway ‘manias.’ It cannot he cnnectcd without a much greater 
contml over investment policy than capitalist States have hitherto 


possessed. , 

(5) In a S w ioH't anmt!^, die ratiu state of qffaas ti different, beewse 
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the SiAU dmctfy, md cm dcUrnuTte hoik itt aitwunl 

and iu dirccfion. Even if private saving continues, and Lhc State 
borrows the money whicn iU cUizeni save, the volume of volun¬ 
tary saving isin have only such lafltienccs on the flow of invest^ 
ment os the State aUowi it to have- The State may, no doubt, 
regard a high propensity to save on the part of m citucni as a 
reason for Lndreaslng its own levcJ of investment; but it need not 
do It can invoit cither more or less than Us dtlzens save^ 
raising the more by taxation or by levies Ming on the costs of its 
socialised industries and services^ or handing back the surplus in 
social bencEts or services for the dtixens* present enjoyment. Tlic 
State has a tertain quandt)’- of productive resources at its disposal, 
and 1^ task is to make the lacat practicable use of them in mcedng 
the dtizeM* wants and needs. Naturally^ it will do its beat to use 
them all; it will not need to fear any unemploymcru arising out of 
cyclkal Mures in demand* It will not nctd to adopt measures to 
comet Cyclical fluctuations, save to the extent to which these arise 
in the field of foreign trade. That complication apart, it will 
simply not allow cyclical fluctuations to occur* 

(6) Tfl the extent ta whieh conditions in a Sociaiist society larr ^ 
the impact of forett /mm outside, it wiil he tmier ta appij corTfctive 
measures, because the State will be able to arrange direetly for the 
transfer of resources^ to the extent to which they can be trans¬ 
ferred, or for the marketing at home at special rates of Burplus 
goods no longer saleable abroad, or for bulk cxchangci of goods 
with foreign countries so as to maintain trade in ikee of a 
depresdon. 

(7) States need not be either Joo per cmL capitalist or too per einL 
Socialist in their eeonomk arrangemenls. Tbcne can be intermediate 
varieti«, to which intermediate cqndidorts will of course apply. 

(8J The foregoing considtratians strongly suggest thai m order to deal 
effectiijely mi/i tendencies towards economk jluctmtion, the State, if Us 
institutions be mainly those of capitalism, needs to possess adequate power 
to cojiiml both the hoel and She broad direction ofimestTneni and consump^ 
tion, or tn other \vords both to secure that available productive 
resources shall be fully employed and to determine what proper* 
dons of them arc to he de\^ted to the making of capital goods 
of cona^ers' goods and Sm'kea. This pow^r must include that of 
managing the rate of imerest, so os to enatirc rliat capital shall be 
available for industry- at reasonable cost, and that the State itself 
shall be able to borrow cheaply whenever it wishes to institute 
public wor^ or to stiraulate private imTjtment or consumption 
with the ay of borrowed money. Such control over interat rates 
evidently mvolvcs oantrol of the banking systcni, and especially 
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orihfi CcDtral Bank, whicli is the principal initnnncnt for 
money plentiful or scarce and tlim influencing iti pricey ivhich is 

the rate of interest , , _ ... , . 

(9) Ciptn this power, there is fw Karon the SteU shoma not m 
abh h temoe oil serious internal causes of paimlion e^ from a 
eapiudist ecatunnie ^stem. This, however, cannot be done in pn^tice 
Without serious difficoltic* and disadvantages uid^s the State 
Lt in a posldoni wh<iu desirable, lo embark on a Wiidc policy of 
economic development in publidy owned mdusiries and sendcc:^^ 
siicli as transportj power-supply 1 and building. If suck scrvioes as 
these are in private bands* and the State bas to proceed by 

of subndicA and other inducements to private investment, there is 
eertain to be much waste and friaion in tlic working of a polip 
of State-induced capital construction. If^ on the oihtu^ hand* me 
State owns and operates through Us i^nomic aacncic^ a 
range of capilal*consuining flervLoes, it can apply the need^ 
jtimuJus dirtsctly to the most depressed indusnica with the 
TTimim iun of dislocation. 

(10) can pre&ini deprcSMti in cAff ccimtms Jhm 

wifamffaU^ an which nortnsUj depends m fimgn 

trade, Bui the same pamrs as enatU a Stak to deal wiA inkTmd louras 
of depression wUl make it better able to deed wlA ejctemai samceSf pro- 
vided that it baa not fettered its freedom of action by intematioual 
agreemenu imxjusiatent with the correct measures of adaptation. 
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CHAPTER VII 


CONCLUSION TO PART til 

I CDUl SACK NOW TO THE pomt from which I «mbarkcd 
an the aiLaJytli codtalntd m the preceding dmptCT. Thet« should 
be no Ehortagt: of jobs eithet in ihia or in Any other country for 
who oio ;&vsilabte to work at them nenv that the war u over 
—any more thon there was while the ’war was in progress. The 
wap of preventing uncinplayment are knowm the techniques 
which can be cfTcetive in preventing it are toting to be applied^ 
Even if we do not AiJly agree about the reasons for fluctuadonA in 
the demand for labour or for the maiadjustment of the po^vera of 
production to the demands made upon ibem, virc do agree quite 
enough about what actually happtr^ to make the uaturc of the 
appropriate remediej plain. To tke extent to which we still dis¬ 
agree about what ought to be donc^ we are divided not so much 
by divci^nt view-s os to the means of preventing unemployment 
as by disputes about the deiimbility of applying tlic rcroedicSi 
now that we know w*hat they are. Of coutbc^ this h not how 
those who are against applying the remedies are acemiomed to 
state their ease; but this is wlmt it really comes to in the final 
analysis. 

IndiuidiuiILi lUusiorLS 

First, there are some who sttU profess to believe that the only 
real remedy for unemployment a a complete return to iaiisiz- 
fyirif including the destruction of trade union power to bargain 
about wages and conditions, os wdl as of State interference in all 
its forms. It is not easy to take this line of argument seriously* both 
because such a return is obviously our of the question, and 
because there is not a tittle of ev^idenoe that, e\'en if it were 
ponble, it would achieve the supptBcd residt. The nearest 
approadi to this imagmed paradise of free enterprise is pre¬ 
sumably to bcTound cither in Great Britain in the first half of 
the nineteenth century or in the United States before the New 
Deal; but I have yet to Icom chat either of these can be cited as 
an example of even tolemble freedoro from unemployment. It is 
no doubt possible to conceive of an rnragmary economic system 
in which every part is perfeedy adjusted to every other, and a 
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condition of perfect equilibrium is Te^juLirly suiialnjed by 
unregulated play of competitive forccip without ariy interveiidon 
by the State; but such a syitcm never has existed Ln Uie worlds 
and It is safe to say that it never could exist. Moreover* if it 
could* it would have to be perfectly stagnant and unprogressive* 
in order tliat its balance might not be upsets The persons whn 
conceb’e systems of this kind are mathematically minded prt3- 
lessors* with no knowledge of the real wqrld and a strong prefer- 
ence for a quiet Ufe* One reason why they like imagining such 
ffysteem is tlmt it is much casirr to leach students about them than 
about real things* .which are awkivardly imddy and irregutern 
They Itavc even a for this reason* in the process of learning 

ncademic economics; for they can serve as useful demonstration 
models of certain economic concepts at oji elementary stage. 
Unliappily* those who b€:gin by using them for this purpose are 
very apt to IkU in love with their symmetrical charms, and to say 
that, if the real world ts not like them* it ought to be. But the real 
world is die real Vrorld* with all its untidiness^ and not the 
emanation of a matbcmnlicLari's notion of order. 

is Full Emptoymmi i^s^mpalibk wWt FraKfom? 

Secondly, there are some who dcnoimoe proposals for main- 
uining cmploment as unworkable mnMy on the ground that 
they w^ould destroy human freedom. It is often diffieuli to discover 
whether those who take this line are arguing againat full employ¬ 
ment policies as unworkable or ai undesirable; for they oommoiiiy 
mtempt to have it both ways. Briefly* what they try to show Is 
that the adopdon of a system wldch would give the State final 
control over the volume and direction of investment and con- 
swnptinn w^ould (a) dry up the springs of enterprue, and 
(fr) involve forced labour. The first of these contentions is of 
course the Ifing-firmiliar argument against Socialism and in 
favour of capital 1st enterprise. It rests on the belief that economic 
progress depends on the incentive of private profit, that men of 
biisiness ability will do their beat only ^vhen mey arc allowTcd to 
make large fortunes out of the pubUc* and that this same spirit 
permeates all forms nf economic activity* It is argued that public 
ownership of industry genemily* or of any industry* will dry up 
initiative and invention and result in a dead level of routine* and 
that State control of investment will have llie same effects. One 
answer JLO these oontentinns is that tlie adoption of a ver)' 
thoroughgoing form of Socialism in the Soviet Union appears to 
hav'c been so far from producing these effects as to Imve been 
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followed by the greatest ipiut of eootiomie progress that any 
oonntr^' has ever knowti i and tiiLs is perhaps the artswer triosE 
likdy to conduce, A second answer is to enquire whether* in 
Great Britain, the Central Electricity Board, or the London 
Passenger Transport Boards which arc examples of public entcr- 
priscj have been worse managed or less enterprising than the coal 
industry or the ateel industry or the cotton industiy^p which have 
been in private hands. Advocates of ^private enterprise" usually 
rjillt as it the great financiers and company promoicrs made the 
inventions which lead to prtjgpesa j but how seldom b this ilic case* 
and how seldom do those who make new scientific discoveries 
reap any considerable share in die profits derived from them! 
It wotild be as true* or truerj to represent the financiers and com¬ 
pany promoters as doing their trat to prevent the development 
of new* discoveries which threaten their expeetations of profit, and 
icientists and inventors as moved rather by the spirit of sdendfic 
discovery than by the prospect of persons gainn. Most of those 
who have contributed greatly to scientific advance in modem 
times have been salaried workers^ and nothing is more remark* 
able to-day dian the spetsd which die your^er scientists 
have been experiencing conversion to a Sodalisl outLooL, 

The contention that full cmploynicnt is inconsistent ivith 
freedom because it involves forced labour is plain nonsense. VVhy 
should it involve forced labour * except in the sense In w^hkh man, 
under any system, must labour in order to live? There will be no 
less diversity of job^ under a planned system tlian there is under 
capitalism; indeed, their will be a greater diversity open to each 
Individual, because it will be, as wc have seen, an essential part 
of pLaniung for full employment to diversify industry in each area 
so 53 to provide a wide range of alternative jobs- Usually, the jobs 
open to a boy or girl on leaving school arc ^e jobs that arc avail¬ 
able locally. Forced labour cxist3 in effect wherever a whole low^n 
deiKuds mainly on a single firm or line of busines; for that 
inevitably means the forcing of many square pegs into round 
holes.^ There is no reason whatsoever why full cmployinent should 
involve in peace any atidi compulsory "direction^ of bbour as b 
required in svar. The only form of direction that will be needed is 
that, where there Is a shimks^ of a particular industry for which 
men or ^vomen have been trained, the surplus wuriccra wTll not he 
entitled to cLaLm that society shall maintain tlicm permanently 
in idleness even if tliey refuse to train for an aitemative job 
(chosen by themselves ifom among tliose which require workers). 
But do chose who allege that full employment involves slavery 
mean to extend the principlcof tincondi tional public maintenance 
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to the Wijrkers atidtt the »ptcra they prefer? They have ^hoivn 
IKJ sJgHi of wishing to do thts. 

Fuit Etnphjmmi eferimy *‘Discipl(m*? 

Thirdlyt it b argued in iomc quarters that full employment will 
mean a breakdovvn of industn4iJ dbciplme. Tills contention^ put 
into plain languagri means that ludierto the workers have been 
coert^ into accepting the oonditjons of capitalist employment by 
the fear of losing their jnbs^ and that if this fear ia removed they 
will refuse to do a fair day’s work. I do not bcHevc thb; but 1 do 
not at all deny that theit: is subslafsoe behind the contention. 
The workers will not, in any considerable numbers, refuse to do 
a fair day's work w'hcn they are no longer ahnld of the sack^ bur 
tlicy wH] reJiise to do a fair day's work except in return for fair 
wages and conditions^ The virtual abolition of unemployment as 
A source of fear will grrady increase working-class bargaining 
power. It will make matters impossible for the sw'eailng employer 
and for the manager^foreman who believes in driving men with¬ 
out attempting to lead ihcm. It will alter mdieally the conditions 
of industriaL d^ipltne, and will compel us to revise the system of 
pieentives by which the main body of the people has hitherto 
been driven to laboun 

Tliis, however, docs not mean that industrial discipline wiU 
break down+ It means that the w^orkers in general will have to be 
satisfied that industry is being carried on for the common 
advantage, and not for the profit of the fe>v at the expense of the 
many. It means that coUective self-discipline^ involving collective 
sclf-govcntment, will have largely to replace a disdphne impo^ 
on the ordinary wOTken out^dc and from above. The exist¬ 
ence of a policy of full employment, directed to getting things 
done in the best proportions for the sadsfaction of real human 
wants and needs, will be one good psuranoe that production is 
socially worth while; and the WTirtiine evidence of Production 
Committees goes to show that the workers arc very ready to 
respond in mogt Cases to an appeal to give of their best for an 
end which they accept and rragnise as their o^vn* 1 do not 
dispute that full emptovtnenl ^v^lU involve large changes in 
methods of factory discipline and maiu^ement: I do altogether 
deny that the idianges need be such os to make for a worse 
productive irsponsc. 

This is not beoiuse I auppo« aU men to be angels, or motives 
of sclF'imcrcst to be of no account. The mccntivcs of piccc%%'ork 
earnings and of promotion for merit can be applied to any extent 
desired under a system of full employment, and will certainly 
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coptknuc to h^vt vcty great force. I do not suggest that irieii or 
women will in moat cases give of tlieir best, day in and day out^ 
solely because they know their work is mcM or because good 
work has become a question oT^good form/ I suggf:st this least 
of all where the work ii dull or unpleasant^ or becomes before 
long a matter of endless repetitive routine,. Other incentives arc 
plainly needed* besides the ^irit of service^ I'lic real question is, 
Within what Framework of social relations will these other 
incentives work best? My answer is that the best, and the only 
dcmooradCj way of applyiiig them is within a fhunework not of 
fear and cocfciori I™to on economic inferiority and insecurity 
but of co-opcration in a cummon cause. 


IVmild Full Emphyrrant num ButiouirFd^^? 

Fourthly, it is sometimes aigiii^ that ftiU employment means 
economic planning, and coonamic planning means burcaucnicy» 
which every man^ except the hurcaucratSi hates in his heart. 

I mysdf so share in this hatred of bureaucraq^—personified for 
me in the senior ofiidaia of the Ci^-il Service and of the Treasury 
In particular—that this argntnent docs not leave me unmoved. 
It would be, I agree^ a horror if full employment meant letting 
our lives be managed by the suavely obstructive gentlemen who 
!Klect themseUTH for entry to the higher ranks of the Ghil Service 
and are favoured for promodori in it. But the answer to this 
objection h not ^Givc up full employment!^ but 'Cliangc the 
Civil &rvicer Of the methods by which it can be Changed 
I have written dseiivhcrc,' and there is no space to go into the 
question here* 1only say that* in my view, a Gvd Service fit 
to run a progressive economic policy is not consistent with the 
almost complete ftccuriq wliicb the Civil Servant, efficient ot 
inefficient, at present enjoys* Or with the sharp separation of 
public Erom private industrial experience* or with tlic control 
exercised by that fount of reaction, the Treasury, ovct pro¬ 
motions, or with the segregation of naripnal from local govem- 
ment service, or finally with die class syEtem w^hich srill stands in 
the way of the upgiuding of good men from low-tr to higher postSK 

Reform the Civil Service how we will, bureaucracy will remain 
a don^; for the jack in office will be with us always. But bureau¬ 
cracy is a danger less of Socialism than of the attempt to avoid it. 
Bureaucracy is at its wurst when the burcfluciat is set to exercise 

t Sm my conlributicifi, '"A Civil Smicc/* to Caa Plaitnaii hf Bamh 

troik? [Fabian Sudecy), 1^44. Sec abo Chapter V^lt of Part II of 
pmcca wnrk, pp. 
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control witliout frapomibiUti' for actually doir^ tte job be 
controls; for this divorce breeds a sense of frustration on the aide 
of those who are concroUedj and at the same time a purely 
negative attitude on the part of the control Im* Control by the 
State over the community's economic affatrs is* nnder the con- 
ditioos of tOHlay and tomojTOWj an inE^-ipable ncceaaity. It w^ 
tend much less to bureaucracy if it takes the fonn of aetit^ public 
administration than if the State sets itself, without taking over 
the administration of industries and serviceSp to give orders from 
outside. Actual taking over of industries would mean taking over 
the cxtsiing siaJfs of tcdinicLam and managers, ^vherevef they 
were doing their jobs reasonably wdL I t would not mean sacking 
the men noiv in the opcrati^ie posts and putting WlvitchaU 
officials in their pbces. It would mean dc\4sing new metiiods of 
recruitment and promotion suited to the oortdu^ of publicly 
owned industries—fiot replenishing them by the existing forms of 
civil service examination. Bureaucracy is prc-etninently a danger^ 
not of Socialism^ but of the controlled t^pitalism which is the 
only alternative to SodalLsm under the eonditiotis of our time, 

Emploptuni^ ^ L^isuFi? 

Fifthlyt it is sometimes said that what w'c need is not *full 
cmpioynicnti^ but fuller leisure. I have agreed earlier that 
employment is not on end but a means—a means to a higher 
standard of living for our own people and for the world as u whole. 

I w ant to reduce "employment’ by raising the school i^e and thus 
taking more young people out of industry^ by making it easier 
for old people to retire on decent pensions when they are no 
longer fit for steady work, and for ill or otherwise unfit people 
alsOj whatever their age^ by giving everyone reasonable holidays 
ivith pay; and by reducing the hours of labour wherever they are 
unduly Jong in rdation to the w^ork to be done. But I do not 
agree with those who apparently hold that ^ve could manage 
w'lthip penhaps^ four houn^ work a day all roundi and still produce 
enough to meet all our real needs and w^ntSh Very lUtetyj^ the 
time is coming when we shall he in a position to do this; but 
I am sure it has not come yet. We need^ in order to lift our own 
people out of povertyj a great deal more prchjuction than we 
should get by keeping everyone siradily at work at the exbting 
levels of efficiency; and we should need much more, even if 
we were content to do nothing to help people very much poorer 
than ouTselvTS, Possibly^ when we organise our industries more 
sensibly, output wiU be so increased that wt shall be able greatly 
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to reduce the hotun of labour; but at this point 1 thlnL it fair to 
iuue a wamui^. Tht pirobk^ of producing enough to make 
everybody weU off may be vdtbin aght of solution; but it has 
not been Bcdved yet, and k would be the height of fbUy on our 
part to count our chkkeni while they are adll uuhatch^* 


PART FOUR 
POST-WAR BRITAIN 










CHAPTER 1 


POPULATION 


When set out to cotuidrr the pms-pccU of the British 
people^ the question of population Ikccs ua on the very thjTsholfj^ 
How nanny of us are there likely to be? That » one part of the 
question; but it is not the whole. We have also to ask hoiv the 
future populntiDn of Great Britain is Likely lo be distributed 
among different age-groops—chddreii, youug people, older 
people sdll Bl for Tcgulor ^^-ork* retired people—or;^ more simpLy, 
between producers and non-producers. We have, moreover, to 
try to answer these conundrums not only tot the next few years 
hut for A longer time ahead; for the plans we for the future 
of our country will obviously depend in part on the size and 
structure of tlie population. For example, we cannot leave this 
consideration out of accouni ii> planning for the constnictton of 
schools and houses, for the creation of new or the extension of 
existing lo\%™, or for accommodation of every sort and kind, 
from ^adle to giavr. 

It ts, however, never easy lo make population forecasts for 
more than a lew years ahead. Thcnc arc too many uncertain 
factors. Population depends on three factors—number of births, 
number of deaths, and migradon into and out of the country—- 
and ^1 these may alter. The number of births may alter,, cither 
because the number of women of child-bearing age alters, 
or because fertility—^thc number of childrcu lo each woman—^ 
altera. It may also be affected in any year or stretch of years by 
the larger or smaller number of marriages—a Ihclor much 
inBuenced in the past bjf ecouoniic prosperity and depreoion, 
as well as by stich disturbing events as wars. In general, however, 
tile marriage rate wUl have more effect on the number of children 
born in particular years than on the number born to a whole 
generation of women over their whole period of child-bearing. 
It IS true that earlier mairyii^ may do something to Increase 
total fertility; but an mcrcose in the number of children bom in 
a pankuLar ycsir or stretch of years may not be a net gain* some 
of it may be an antidpation of duMren who would have been 
bom later if ihcir parents had postponed marriage- The two 
critical factors in aeiermining the number of births are the 
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number of women capable of bcaiicig cbildrcn and their average 
fcrtilily. 

The number of deaths may atter cither becanne there arc more 
or fewer people tp die, or b^use of those bom more or fewer 
lundvc LE^ncy—always mcritical period—or because those who 
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tiLTvive infency tend to live longer or die sooner in the normal 
%vayi or because seme abnormal event, such as a war* or an cpl- 
denuc, or (in backward or war-dcsolatod countriea) a famine 
sweeps away some of those who would have lived longer if it had 
not ocemred. 




















Migii^tioii may aJicr, cither because more or fewer people wish 
to leave their country and can find some other ready to receive 
them, Or because a country is ready to leceivc more ImxnJgprantt 
and can find people willing to settle in it, or b^use more or 
fewer persona w'ho have emigrat&l come back to thetr mdve 
countneSj or because, as may happen particularly after a war^ 
people are diiven from one country to another even against 
their wills. 

It is peculiarly difBcult to make valid pnpuladon forecasts in 
time of war, not only because no one can tell dll a war is over 
how many deaths it is going to t^use or bow many births tt is 
going to prevent* but also b<^use wars are profoundly upsetting 
to men's habits, and continue to exert an influence on births, 
deaths and migration long after the fighting bms stopped. They 
may also have a big effect on the distributioa of population 
between Slate and State without any physical movement at all, 
if boundaries arc changed so that* for ocarnplc, pet^m who were 
subjects of Poland become cltiiens of the Soviet Union, or 
German subjects become Poles or Frenchmen by national allcgi* 
ance. It w-as qtiitc impossible to say during the war what 
the population of any one country or of Eumpe or of the world 
as a w'hole would be when it ended, or at any date after its 
ending. AH this* however, does not mean that we can say nothing 
at all. There are known tendencies* which we can go some w^y 
tow^ardi evaluating, though wc cannot express the results m exact 
forecasts. In another section of this book, I have discussed popula-^ 
tion trends as they aflect other oonntrics and continents. In this 
chapter* apart &t>m a few' pnclmunary comparisons* I am con- 
cemed only with Great Britain. 

BHttsh F&ptdathn 

It is easy enough to state the posidtm of this country in general 
terms. The long period of injcreasuig popularicn that has lasted 
since the eighteenth century, if not is coming to an end- 

and there is every sign that the population of Grrat Britain will 
fall in the near future. Moreover* imlca the trends of recent years 
arc sharply revelled (as they show some sign of being, though not 
shojply enough as yet), the faU, once it bt^ins* will continue at a 
rapidly increasing rate. This prospect* which is based on the hard 
lact of the decrease in the number of girls already bom who will 
be reaching the child-bearing period of life at various future 
dates, can be invalidated for a considerable time to come only by 
a large increase in fertility—that b* in the average of fomujes. 


which has been Edlini^ fast in recent times. Secciudiy^ die popula¬ 
tion of the coming years wiil have a very diflerent age-distribution 
fTOin that to whicb W'e have been accustomed. There are likely to 
be fevi'cr children and many more old people over the normal age 
or retirement; and among thoae of working age there aje certain 
to be many more in the older age-groups, iioiB 45 to 64, and 
many fewer in the younger groups, finom 15 to 44^ TIu: total si^e 
of the %vorking popidatJon will not, apart from war casualties^ be 
mudi affected for some time to comcp as the decrease in die 
number of children and the incrcaic in the number of old people 
will to some extent cancel out; but of course W'ar casualties will 
tend to aggravate the ^:arcity of persona in the younger groups 
of working age* 

These are highly kuportant and significant idianges. The latest 
estimate of what they are likely to mean is that of the League of 
Nations Committee which w*as responsible for a study of European 
population prospects^ published in 1944. Tlie esiimatcs made In 
connection w^th this enquiry take no account of tvar casualties or 
of migration r They ace estimates of %vhat would have happened 
to the populations of the various countries If pre-war trends had 
continued and if there bad been no war. On this basis it is 
reckoned that the popubtion of ihc United Kingdom tip to 1970 
would have b^n likely to alter as follows 1 
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Id December, 1945^ the aciuflJ popul&rloa of the United 

wu eitimated mi 45,278+000. The number in [he Aimed Forces iknd AumhArv 
Setvkis wai 5,857,000* But I mn mu rure whether there wai Kiiiie eknicnL of 
rmlAp brEwecxi thw fi^mei. Al sjiy Tuie, the octuftl popiElaiwn, despite war 
cuialtsci^ jubsuntiadly mKcedcd tlwt Leagur; of Natiom eaticnatti. 


Thus* on an estimate whidi cxcludci the effects of war* the 
population of Great Britain (’^vithout Northern Ireland) w*as 
mooned as tikdiy to fall from the actual total of 46,47S,oCiO in 
1959 to 4?jSt00|00o in igyOp or by well over g per cent. It is true 
that the Registrar-Gener^, in an oflScial Wiitc Paper prepared 
before the war but not pubikbed until 1942^ put forward a very 
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difFi^rci^t forecast, in which he shmvod the probable population 
of Great Britain in 1971 as nearly 46tO00j0oo; btit this forccasE 
rested on astonishingly high estimates of increasing fcitiUty 
among women, and I have not met with any siadsdcian who is 
prepared to defend it It has b^n most thomughly demolMK^ by 
Dr* R. R* Kui^rynski in a criticism published by the National 
Institute of Economic and Social Rc3caich| and it is quite out of 
harmony with the forecaste made by other authorities, such as 
Dr, Enid Charles and Dr. G. C. Lcybomne. Jc seems best to 
ignore it. 

Effkcti of FaJtmg Pofmiatian 

A fall of ^ per cent, in total populalionj even \^'hen ive add tn it 
whatever may need to be added as a eonscqucnce of the war, roay 
seem at first sight to many people no great matter, or even a 
blessing. Will not a fall in population make it easier to find iivork 
for those who remaiHj easiEa’ for Great Britain to soht: its food 
problems, easier for us to provide the mcam of g<^ Ih^uig for 
ever>^ citizen? Tlic ans^ver, unfortunately, h "No" tn ea^ ease, 
Uiiemployineiit, iis we have seen in die opening part of this wwk, 
existed betsveen the w'ars not because there were too many of us, 
but because roismanaged our afikirs. A large population, 
yielding a large market, luAcs it easier to produK goods cheaply, 
and thus helps to raise the standard of fife wherev^ there are 
means of setting it to work with the requisite suppti^ of capit^d 
goods to help its labours. Our ability to feed ourselves wih depend 
mainly on our abilit)^ to supplcmciit home produebon vrith 
imported foods, especially of kinds whicli w'c on not produce 
cheaply ai home; and our ability to afford these imports depends 
on the efficiency^ of our home Industrie in producing exports to 
exchange for them—which efficiency b likely to be raised by our 
having a large home market; , - 

But ia ant nearly the whole of the reason why a fall m 
population will bring us disadvantage. The fail will not, as we 
ha\'e scenj be evenly spread, so as to leave the composition of uie 
population unchanged. It will take the lonn mainly of a sho^ 
decrease in the number of children bom. Tto will affect the dze 
of the working population only as these children reach Avorking 
age [whatever tkai may be in the fiiture); but as they do it will 
reduce the numbers avaUable to replace in our industries and 
services tliose who die or retire. This will misin that there will bcp 
each year, fewer relativalvjoung workers and a higher propor¬ 
tion of the relatively old. T^e latter may be, man for man and 
w oman for woman, just as good workers as their juniorsi but they 
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will be definitely ]c» adaptable to new jobs, and it may be of 
great iqjportanfic to us, in view of rapidlv caging techniques 
and products, to possess a highly adaptable labour force. More¬ 
over, to the extent to svhJch women oontinue to give up 
employment on marriage, there will tend to be a reduction inthc 
total number of women available for work outside the hom e and 
in the proportion of employed women to all women. Earlier 
maiT^cs would also make in this direction; but of course the 
position would be altered if habits changed in such a way that 
a larger proportion of married women continued to take nnid 
work.* * 

Let us py to sec what is likely to happen to the agc-distiibudon 
of the British People, on the assumptions made in the League of 
Nations enquiry, Tlie relevant figures arc given on p. 435, 

As against a (all in total popnLatioi) of 9 per cent., there vrill 
haw been in Great Britain, on the given assumptions, a fall in 
the numbers under 15 of 4a per cent,, and a rise of 58 per cent, 
in the numbers over 65. The population between 15 and ^ 
will have fallen by only 6 per cent.; but, wheieas ihoae betwe^ 
15^ 44 MdJl be fewer by 21 per cent., those between 45 and 64 
wdl more numerous by 25 per cent. Actually, on account of 
war losses, the changes are still more iinlavuiirablc to youth 

Why are we co^ronted with this disagreeable prospect-for 
disitpceable 1 think most people will hold it to be? The increase 
in the number of old people is gf course to be exneerM n. « ~-„i* 


WJ uviug 10 oc 71, ana women of living to be 74. 

* In DcCCffitltfp the btlffltra of‘kim.Tnun-nt . .■ ,r 
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Tlht Fail in t/ie Birth RaU 

No om, f ima&nc, \riU wisJi this tendency to be reversed. The 
had t^g u not the proIonBatiom of life, but the failure to hold it 
ui by maintaining the number of young people. Over the 

pmod from 'S? * “5 “5 the crude birth rate per thousand 

of population fell from 35 4 to 15^—a rate whidi was approxi¬ 
mately maintamcd betv.i«n 1935 and 1939. The fidl was not at 

ihaT) fall during the 
by a post-war 'bulge' which made up 
a part, but not the whole, of the loss, Afler die 'bulge’ the fall 
^am ^caiM sharp, and waj again accentuated during the 
depresaon of die early ’thirties. In the yearn just befoir the war 
there was a slight recovery, due to a considerable iiicrcase in the 
numWofmamages, many of which had been postponed during 
the slump. Betw een 1931 and 1938 the number of married womci 
under 40 rose by more than 10 per cent,, whereas the population 
mcreas^ Only by 3 a pa cent. The maintenance ofth^uth rate 
during the years before 1939 was therefore not a dear sign of 

inc nrst WorJd vS hTi though on a smaUcT scaJie, 

It however, a notable fact that the number of births, after 
a small iiuoal setbati continued to rise during the years of war. 
Here are the annual figures, compared with ^e average of the 
'935^: ^ 
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AdMOJCtdaif^ 1935~9 AHd vkok 1^4* 


*a33-^> (avcnifc) 
1940 
194^ 

1045 
iiH4 


i4tw KplAt^ 
009*1 

714 

T*g 

fl7* 
780 


WffiP 

4as 

439 
345 
349 
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of marriages rose sharply in 1940, and tlicre- 
after dechn^, ™ng again as dcmoblUsatiin began lolri The 

944, allcrw^nc^ and tlic improved trtaEmctii of chil- 

dren and nursing mothers under wartime conditions obviously 
pla^ a W part in there tendency,. It is sUU a SUSrSf 
ixn^mty how much of the w-arUme rise in births is anuS^ 
and how much stand* for a real increase in fertility 
It IS easy to see that if the birth rate had contSW to falJ at 
436 







anything like the pace at Virhich it bad been lalUng m tlic prc*war 
decades, fto [possible decline in dcaili rates cernfd have countered 
its effects on total population. Nor is there room for such a further 
fall In Ltifant mortality as would matenally redress the balance 
between youth and age. Infant mortality varies a good deal from 
year to year, with a genend tendency to ML In England and 
Wales it was 76 per thousand in igi^t -5^ 66 in 19^6-301 and 62 in 
^93* *5^ subsequent years up to 1039 it was sSp 52 and 50, 
rising m the next two years to 57 and 60^ but falling to 51 in 194a 
and JcM than 50 in 1943. The lowest rate in any country in 1939 
w^as that of Holhiiidp which was 34. Norway and Sw^en had 
rates of 37 and 39, Switzerland due of 43, and the United Stalesj 
for whites onlyj 4,^ There h, then, room for impmvement in this 
respect; but even if our rates were as low as the Dutch, the 
niunbcf of those born who would survisxs infimey ^vouM only 
increased by less than 2 per cent, Tliis \eould be much; but it 
w^ould not mataia% affect the problem of agC'distiihution in the 
coining decades. Iherc is room for greater iroproycmcnt in 
Scotland,, where the inBmt mortality is a good deal higher— 
was 6g in 1939 and the same in 1943; hut even this would not 
much alter the general picture. In Great Briu^ as a wholes out 
of cvety' thousand children born, Bi more suTvivod infancy in tlie 
decade 1921-31 than m 1891-1901. If we had in the meantime 
pulled our rate in ig^gdo^vn to the Dutcli Jc%^l i [9 more would 
Have suiAavcd. Evidendy thii is a matter on which social neformen 
ought to concentrate their attention. 

Why was the birth . rate falling so last? ^Oic phenomenon of 
decreasing fertility is by no means peculiar to Great Biitmn^ It 
has been occurring over most of Western Europe and in the 
United States ns well. The countries with the highest birth rates 
arc not the oM, advanced mdnstrtaJ countries^ but predominantly 
ptiisant States, Mexico, Egypt, Chile and India head the list of 
those for which up-to-date figures are available. Among European 
countries, Roumania, Spain (before the Civil War), Portugal, 
Yugoslavia and Poland head the list, Japan ^mesjust between 
Portugal and Yugoslavia. The Soviet Union is knmvn to have a 
high blrtli rate, but there arc no up-to-date figures, Ihe highest 
level in Western Europe is that of Holland—20-6 in t 939 t ^ 
compared with 45 in Mexico and a6 in Yugcelavia and japam 
Germany, where the Naris had made great efforts to raise the 
rate, was just behind Holhmd. Our rate for Great Britain—15-3 
in 1939—^vus among the loivest of all. It was the aamc as 
Belgium's aiMl rather Idgher than the rates in Sivtdea and 
France, 
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UniZLlty high bLith rates and tugb death and Ln^nt martality 
rates go together^ White South Africa is a notable c^ceptmn^ and 
at a lower level of births so are Holkndi New Zealand, Canada, 
and GerTTuniy. Kew Zealand, with a birth rate of dvtr ao 
per thousand^ a death rate of under lOg and an infant mortality 
rate of 42 in 1939^ ^ excelled only by Holland in iti (avoumblc 
comtjnadon of the three mtca. Here are tlie 1939 rates^ compaird 
with the 1944:^ ratcsi for Efreen countries^ chosen as ilustraring 
widely different situations; 


Birth awd DsxTir Ratem njit FurttN Coinfmii, 193® aku 
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Wf^ the Birth Bati has FalUn 

Various reasons have been given for the low and falling pre«v^r 
birth races of most of the more advanced countries. Tlie spread of 
birth-oontroL by contraceptive methods is one explanation: the 
increasing desire of parents not to have more children tlian they 
can expect to bring up under good conditions and start o^TWell in 
Ufe is another: the growing emancipation of women b a thirds 
and the desire of both parents to bvc a life Iw ded to home 
le^nsibilides b a fourth. A fifrh is that the later age at whidi 
children begin earning has made them more of an expense and 
less of a hdp to their parents* and a dxch is that, with the more 
mobile civilisations of to-day^ the desire to perpetuate the femily 
in its traditional surroundings has lost some of its forec. There h 
nothing inconsistent in those cimLijiadGiis, and probably every 
one of these Ikcfdrs has had its effect. There b no way of deciding 
quantitatively their several degrees of importance; nor can there 
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be, for men's and vvnmcn's motives are mixed p and sharp separa- 
lion of the faetors \muld be unreal. U is probably true that the 
increase of town-d>sidling makes for snmlcr familieij though 
peasants, aa in f’rance, have been known to practise Himtation 
very cflecdvcly. And I tliink it is also true that uncertainty and 
the critical spiritp as against cither apathetic acceptance or 
positive feeling of great thing? to be done, make for a reduced 
desire to hav'C chUmnen, 

At all events, the phenomenon has eidsted, whatever stress 
should be bid on its variom causes, And it is of long standing— 
a persistent tendency of our times. It is uniikdy that it w^l be 
much affected by the Institution of fimiily allowances, desirable 
as these are in the interests of a better quality of citizen. True, the 
evidence from countries which have adopted such plans is not 
convincing, as in most cases the aUowanoes have filen a long 
way short of the cost of keeping a child. But it seems unlikely that 
even larger allow^anocs w^ould have a considerable effect. 'Hiough 
it has beta aho^vn again and again that mahiutrition is most 
prevaieot in the largest households, it by no means follows that 
the fear of going sliort ts the main reason why most Ciimhcs are 
smaller than they used to be. 

This is not to deny either tliat children's ailowTuico arc a 
thoroughly good thing, or that they might help in raising the 
nurabcT of births if odicr fectors were also fevourable. I am 
inclined, however, to place the main stress clsewhere-^abovt all. 
On the social attitude jjervading the people. If we can get back to 
a sense of assurance that our civilisation in this country is worth 
^vhilc and adviincdng, and that there are great deeds to Ik done 
and good hope for everybody Avho is prepared to do his brat, 
I belien.^c such an assurance will do much roorc^ than any scheme 
of purely materia! tndurcements towards increasing the birth rale. 

We nmst, however, realise that, even if thcie were to a 
substajitLady greater willingrtcss to have children, many of our 
population problems would still remain. No change in^ die 
number of births can affect for a long time the age-composioon 
of our working population, or rexluoc the balance between 
younger and older workers for longer still. Nor^ of courte ^ can a 
gteater number of births affect the grow-ing population past 
working age that ^vill have to be inaintabcd by the labour of 
those wbo are fit to wor^ or the propordon they will bear to 
^vorking population far the next fifteen yc^irs or more. Indeed, an 
increase Ln the number of children wiU obviously increase for me 
time being the propportion of non-workmi to workers, smd wdl 
thus impo^ a heavier burden on those who are able to work. 
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Only as tht chLLdrrn groiv up and Iwconie workers will the 
position be reversed^ and the proportion of producers be again 
able to rise. As a matter of fact. Great BHtam and o^cr countries 
with loiv^ birth rates have at present a higher proportion of 
^^orkin^ to total population than countries such as the Soviet 
Union in which d^dren are far more niimctaus. 

It will be agreed^ in the light of what has been said^ that we 
oupht 10 take steps to increase the number of births in Great 
Bntain^ The need wrould have been made even mare evident ih 
instead of looking forward only to 1970^ I had ventured to make 
use of forecasls extending sdUI fiirthcn The mealfy sharp pro¬ 
spective dcdinc in the British population indicated by the pre- 
iw ftadstics was due to occur not before but after 1970, and 
this dechfie may still be eicpccted to occur unless the recent 
change in the trend of the birth rate pro^Ts to represent a per¬ 
cent change in fertility, and there is accordingly a lasting rise 
in the num^rs of children born. 

Reproduction Raies 

In order to make this elcarj it b necessary to consider rather 
more closdy the conditions on which changes in papulation 
necessarily depend. The crude birth rate—number oih^tfas per 
thokisand inhabitants—states the facts, but is of litde use ns a 
means of forecasting the future. 'Die number of birthi to be 
expected depends not only on the total size of the population hut 
on the number of women of diild-beiirijig age and on their 
fertility. We know already for a considerable number of years 
aliead how many women of cluid-btaring age there can possibly 
be in Gnat Britain, apart fioni the possibilLtics ofimmigiaiion or 
cmigralioni and therefore we liavc the means of knowing how' 
many children tliere w ill be at any given level of average fcrtiUt>- 
among these women* This is the basis on which all modern 
population forecasts are made. They begin by taking the number 
of women who will be available to trar children, and then apply 
to this number certain assumptions about aveauge fertility bas^ 
on recent trends. The condusiems thus reached arc expr^sed In 
the form of'reproduction rates.^ The 'reproduction mtc' shows 
to v^i extent, on the assumpdons m^ie, ihe popidatian is 
tending to main^'n itself, or to increase, or to decrease, A rate 
of 1 means that it is tending to maintain itself undianged, a rale 
higher than i that k is lending lovi-ardi increase, a rate lower 
than I that its tendency is towards a fall in population* What it 
shows is aoE directly what the populadon b eacpected to be at any 
future time, but how tlic tiumbcr of women of child-bearing age 
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in ihe next grncration differ from the number at present 
alive. 

There are two "rcpToductJon mlts/ the ^grow* and the 
The *grDB reproduction rate' shmvs hov^ many girls arc expected 
to be bom in ihc generation to oomc: the "net reproduction rate" 
shmvs how many are expected to survive so ai to be availciblc to 
produce children in then tunu Tlic Jattcr Ls arrived at by using 
the tables shw 4 ir\g the expectatiDn of HfCp which are available for 
some countries, but oot for alh There art no means of compiling 
either gross or net Ttproduedon rates for most of the more bade- 
ward countries; but for most of the more advanced they can be 
arrived at without too great a margin of error, 

Tire net reproduction rate is obviously the nmily signlhi^t 
figure. If it stands at i» a country is just tcuding to maintain its 
population of child-bearing women unqlianged, and therefore to 
maintain its total population unchanged unless fertility alters in 
the next generation. In EngUnd and Wales the net rqiroducLion 
rate stood in 1938 at 0-805^ after (alllrig as low as 0*738 in the 
slump >Tar, 1933. Take it as ron^y 08 for 1939, meant 
that to cvTcry hundred women now of child-bearing age there 
w'OuJd be bom^ unless conditions dranged^ only 80 girts who 
would live to child-bearing age in thdr turn; ofp in other wwds^ 
that the population showed a tendency to fail by so per cent, in 
a single generation. On the aamc assumptions, these 80 women 
would leave behind them only 64 women of diild-bearmg age to 
replenish the population, and they in turn only 51* e%^cn ificre 
^verc no further fall in fertility, so aa to bring the net reproduction 
rate below 0 8. If we were to a^me instep that ferdlity would 
eoncinuc to loll at the rate at which it has been lalling in recent 
decadesi we should reach the EXindusion that the population of 
England and Wales would be ni^ly extinguished in the course 
of the^ next centmy. But it is not * of coiiw^ necessary to assume 
anything of the sort, though cannot merely assume, cither, 
that noUiing of the sort will occur. It all depends on what 
happens to fertility; and that, I have said^ depends in my opinion 
mainly on whclher the people of this country fed on the whole 
hopeful or pessimistic about the future. This, however, is only my 
opinion: I do not pretend that it has any basis. The data 

for (brming a scuni^ opinion on the matter simply do not, and 
perhaps cannot, exist. 

Ho\v does this situatJon of our? compart witli that of other 
countrica? I have set out in the Qiart on page 4.^ the latest 
available pre-war net reproduction rates lor a number of countries 
for which they can be reckoned, it will be seen that, with the 
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exception of pre-Nazi AufftrLi^ only Switzerland about on a 
level with and Wales, and the same, despi^ Soptland’s 

higher rate, is tme for Great Britain as a whole, with its combined 
rate of approKifuatcly o^B. But it will be seen also that (loUand 
and Eire w'ere the only countries of Western Europe in which the 
rate exceeded th.it the Uniicd States, Canada and New Zea¬ 
land stood at a IJttk over i and Aitfilratia at a litdc under^ and 
that of ihc VVhile DonuniDns South Africa alone (white populadnn 
otdy) itciod high. The problem is common to nearly all the 
CConomicaJly advanced eoiinlries. Even Nazi Germany, with all 
its efforts, had not raised births to the needed for maintain¬ 
ing its population. Japan had tJse highest knovi^n rate, and 
Portugal the highest rale in Europe. There is no means of 
caJculating a rate far the Soviet TJmon; but it is almost certainly 
high. 


Afigrctiiin 

There is, of course, ouc (actor aflecting population of which 
account lias still to be taken. The size and the oompositinn of a 
people can be affected by migration—to say notJibg of forcible 
mass dcportation—a$ well as by the nunibera of births and^ deaths. 
I mmigration has been a principal factor in the very rapid Incre;^ 
of population in the United States, Argentina, and some of die 
Donunionsj and cmigrabou has done much until recent years to 
slow down die rate of increase in many parts of Southern and 
Eastern Europe. In Great Britain, migraiion has been in the past 
a highly variable factor. Up to 193^ each decade showed a con- 
riderable surplus of emigrants^ but die flow varied gready 
from time to time, usually in accordance much more \^llh the 
attraedvenesSi and readiness to receive imitugraots of the ^imlncs 
of the New W'arid than with the changing c^nditiom m Great 
Britain itselE We are not, of course, here oonceined with tlie COn- 
Unuouj flow of eniigranis from Ireland throughout the ninetenth 
century^ which has cut dmvn the population of that country fmm 
more than 8 millions in 1841 to little more than 4 mdUons now. 

In die decade 1871^, ocE eniigratiati from Great Brii^ 
^uxounted Ibr a loss of population of nearly 1 per 00111., and m 
1881-90 of more than aj per cent. In the numng decade the Iw 
waj only } of t per cent.; but it row again to nearly a per cent, in 
i 9 ui~io and to over st per cent, in 19* t-^o. In 1931-30 it ivas 
li per cent. Only with the advent of the world slump did in^i' 
gration into Great Sritain come to cicceed emigration—mmwy 
«<ausc of the return ofBritish nalionali vifho had lojt their flifans 
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of living &brOftcL Fraoi 1^31^7 iha aiuiiial of 

populatinn thrtiygli migration waj nearly 1 1 per cent 

We shall get a better picture of what has been bappcEiing to 
the national forces affecting the growth of population if 
cLiminatc this variable factor of migration. 1 have done this in 
the following Table: 
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llie final column here oomu much nearer than the ftmt to 
giving a picture of the results of changes in the forces affecting 
Burvivalp though of course emigration, as a Bcitetive proceja wlikh 
it^tnovcs people in the prime of life more than chiMren or elderly 
folk, has also important indirect effects on the rates of births 
and dcathfi> 

What is likely to happen ui this matter of mlgraiion, as far as 
Great Britain is concerned, now that the war h over? The net 
indow of returning emigrants^ wc may hope, will cease, if die 
wtiridp and more particularly the United States, succeeds in 
managing its economic al&trs a good deal better than it did in 
the intcT-war period. If policies of full employment am carried 
into effect in the leading countries, there will be no economic 
compulsion to send emigrants back defeated to their native 
couutrif^ vvbethcr they will or no. This, ofcoui^, docs not mean 
Uiat no emigrants will return; for some may come back of their 
own free wiiL But it probably will mean a r^umption of the jk/ 
outflow from the more densely populated countries to those with 
larger undeveloped resources. 

Even with poUdcs of full employment attempted, it may be 
regarded as doubt^L whether there is Likely to be any large-scale 
resumption of British emigration to the United Stat^^ I say this, 
partly because 1 dotibl the capacity of the United States to make 

*■ Ejwluding tiu- dcathf sbriucL 
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a full cmployrncnt: policy work vvItliDUt mtich Lirger social 
cHangcs than secjn probable thrre in the near futnrOi and partly 
because I doubt the wiUingneM: of the Atneric^ms to accept Imml- 
gTEints in really large nutnbert, though they will presumably 
continue to prefer British immigrants to those from the more 
backward countries* which need emigration more. There is much 
more Likely to be a resumption of cm^radan to the British 
Dominions. Canada is now at a stage of extraordinarily rapid 
economic dev'clopment* and should be capable of ab^hing 
additional srorken at a considerable rate, ifits affairs are reason¬ 
ably well managed and it Can avoid too much contagion from the 
instability of the United States^ Australia has l^mt from the Avar 
dtuadon to be more eager to attract Avhste immigrants and, let us 
hopOi to manage the btmness of settling them with less incfficiericy. 
New Zealand has a fine record of expanding prosperity. South 
Africa, \Aiih its high rate of national increase, is less likely to 
attract setUers, because it has nevi:^' been a country' in which the 
Knglisb emigrant can prosper widiotit capitals 

Ex-en if emigration does become a factor making lor further 
decrease of population m Great Britain, it is unlikely to be com¬ 
parable in importance Avith tiic (actors I have already discuwj« 
It should^ however, be noticKl that, from the purely British stand¬ 
point, it is a factor of strongly adA'crsc cffceL Emigration^ I have 
said, is a highly selective process. It tends to take away juit those 
younger workers whom this enuntry will be IcMl able to spare, 
and to increase the proportion of older people in both the total 
and the working population. There may be other rcoBons for 
encouraging it; for aa'c have no light to t^c a narrowly insular 
view, or to stand in the Avay of those wlio see a better prcjspcrrt of 
succeaa and happinsK overseas. But we ramtt not blind ouraelves 
to the truth that any Iarge*scaic emigration wiB be bound to 
aggravate our own social and ccononuc difriculti^ at home, even 
if it brings cnoipeiisatuon in the form of exp anding markets in 
the newer counnies. 

Ecorutmk Ejects qf Paptilatien Chang^f 
What is the general upshot of this chapter? Flnt* the declining 
population with which we ore threatened vM not tend to cure 
our unemployment problem^ if we are fooEsh enough to allo>v 
such a problem to exwt: nor will it moke for nn improA-ed standard 
of living for those who remain* Its economic effects wtlJ be 
definitely odverae; lor it will mean an ageing population, mdud- 
mg a higher proportion of elderly, retired persons for the 
producer! to maintain and, among the producerf, a higher 
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propcrtidn in the older agc-groupSi ajid thercrone less adapialiility 
to the dcEDRnds of di^igbig technique and chiming even^. 

We ought accordingly to do all vt^c can to arrat die decline' 
but DO measures that can be taken wLU prevent us &om passing 
through a difHcuk period* in ^vhidi the average age of the aduJt 
popuhaion b bound seriously to rise. Even if v?c succeed in 
increasing the fertility of the present generation of ivomen^ U 
be a long time before our \vorking papulation can return to a 
satbiketorv age-structure, and in die meantime die effect must 
be in the long run to increase the proportion of non-workers to 
workers in the total population. In particular* we arc facing a big 
reduction in the numbers of boys and girls entering gainful 
occupations; and we arc proposing further to reduce tire supply 
of juvenile labour by raising the Ecltoobleavhig age* Thii^ of 
coime* will aJTect the numbers of new entrants only in the years 
in which the raising aciuaiiy takes places but it will pertnancntly 
reduce the total supply. Nersenhelesa die higher BchooUleaving age 
b a thoroughly good thing, both from the standpomt of dtiKen- 
ship and the quality of life and from that of produedgn—^for it 
should lead to a great improvement in the inielligence and 
efficiency of labour as a ’\rhole. But it will ob^dously call for a 
considerable change in the methods gf using juvenile workers. 
Titere will be in future none to spare for blind-alley occupations 
or for merely routine jobs which provide no real training. It wiQ 
be necessary to naake the most of every yout>g worker by training 
him or her for the highest type of work which is within his or her 
capacity. It is espedatly impgrlimt to allow^ tliose whose training 
ha^ been mtemipted by the Avar to return to it under the best 
possible auspices, and to pick up as best may be the arrears of 
eifcciive education which have been caused by wartime dis^ 
organisatbn of schools, by evacuation* and by the general upsets 
of the tinic, 

Efficis cn Labour Supptj 

Apart from war casualties or changes in social habits, the 
actual size of the w-orking force in Great Britai n Is not hkcly to be 
very different in the near future from w^hat It wtis before the Avar. 
The League of Nations cadmates already dted give, far Great 
Britain, a total populadon between the ages of 15 nnj first 
rising almvly from 3a millions in ]94jg to 3^*380,000 in 195O, and 
then falling, at frrat slowly, to Just wer 30 miHtons in 1370, The 
slight rise up to 1950 will be more than ofrset by the nuslng of 
the school age; and aceordingly working population will decline 
by more than the total of war casualties unl^ the numben are 
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made up hy an Incrcaw m the proportiop of \vomcn m 'gainful 
cmploymeni/ or by a poslponcnieot of ibe normal age of retire¬ 
ments Tlie latter seems highly unlikely^ in vkw of increasing pro- 
vhinn for pensions; but it may be desirable to take steps at any 
rate for a time to eiienuragc elderly persons who are still fit for 
work to remain in employment in order to make good some of 
the gaps left by the war in the nation^s working force. In the 
main, Jiowever, these gaps must be filled, if they are filled at aUp 
by greater employment of women outside the home. 

fft^w to ChKk thi Fdl 

This raises tlie question whether such employment need make, 
as It undoubtedly might, against an increase in feniJity. Earher 
^rri^c would be likely, by itself, to mean earlier retirement 
TOm "gairiful cmpIojToent.^ But could not the conditions of work 
be so a^nged as to avoid this necessity? This is partly a matter 
rcaDy adequate provision for paid absence from work 
Mforc ajtd after diJJdbirthi and ]wtly one of letter provision 
both for the care of children during working^hours, including 
conjmujiai meals at school, and for better testourant facilities for 
adults as ^vcll as their chUdren. A Luger female working force 
involves changes in social habits and provision, including a con¬ 
siderable development of ttic practice of taking mcab Outside the 
home* There has 1 >een an extensive devclopnient during die war 
of arrangements both for Icxildng after children in cr^hes and 
other centres and for restaurant pim^lsjon in municipal and 
factory ™ta,urant!i and canteens; and if we want more married 
women to remain at work it W'ill be indispensable not merdy to 
i^^aJntain but greatly to extend these types of provision. They arc, 
pf course, desirable on other grounds, quite apan from thb; for it 
^ bnportant to do aH that can be done to lighten the labours of 
W'o^ji in the home, and well-run communal restaurants and 
™ial centres could make a great contribution to the development 
uf the ^irit of community and to the breaking down of the 
domestic isolation whidi b so marked a feature of many of the 
newer urban settlements. These asp*^t3, howcvcTi fall beyond the 
*<^pe of ihc present chapter. Wliat is plain is that, whatever else 
we do, we must endeavour to arrest the prtkspective fail in popnla- 
don if we are not all to be w'orsc off; and I think it is hanjjy less 
plain that the best way of Ktdng about this is, by our general 
policy and courageous liajidling of our problems, to put bade 
hope into the people's hearts. 
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CHAPTi-^ iS 


THE NATIONAL INCOME 

How WELT, or? IH TEILSIS of material gcM^ ajid flcrvkei is 
the British people in a position to be in face oi the sctiqua losses 
which it has undoubtedly sufTcied as a eon^ucnce of the w^ar? 
Such a qiic&tioii admits^ of course^ of no positive amssver^ 
it aU dcpctids on the use we make of our means of creating wealth 
and on our success in cMhanging what we make for the products 
w*e need to get &om abroad. It depends partly on our employ¬ 
ment policy i for obviously a nation cannot expect to be well off 
if it pei^istentiy leaves a substantial part of its man-pow cr un^u- 
ployed. But it depends on more than ihat; for it is quite posstbl^ 
to employ all the a%^Uablc workers, but to use their Txrsncm with 
so much incflkicutry^ that they prcxiucc Gir too little to satisfy the_ 
needs of the people. It is aho possible so to misdirect the use of 
man-power that c^-en if total production is high most people _gp 
short of ncces^ry gocxls while a few enjoy the luxuries to which 
prcfaeiicc has been given in the allcication of resources* Finallyj 
It is posable to have to go short of some things we wrant because 
we cannot persuade foreigners to buy enough of our own products 
to provide us with the means of paying for the Lmporti we should 
like to acquire. 

The problem of national wealth and welfare b thus partly one 
of using the available resources to the itillj^ partly one of using 
them as efficiently as possible, partly one of allocating the 
resources and dividing the product so as to achieve the l>cst social 
result and partly one of the successful conduct of iiitematsonal 
trade. Nor can we leave out of account the conditions under which 
the creation of wealth takes place. It may be preferable to do with 
rather fewer material goods and services than we could produce 
if wt: all worked to the last ounce of our physical cutrgy, or if wc 
paid no attendon at all to the pleasurableness or irksomeness of 
the conditions in our mines and Eactories. Wc have in (act to take 
account not only of the u^fuin^, or utility, of the products of 
labour, but also of the ^disutilities^ involved in producing them- 
Wc have to strike some sort of balance bctwwn our dedre for 
more goods and services on the one hand and* on the oUicr, our 
desire fur lebure to enjoy ihem and for satisfactory conditions 
while wc arc engaged In production. 
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Thf Mtasiir<mfn£ 

'llicir Is dearly nd way Ln which Mi-c can iuxaciiy measure these 
thin^ one again^ another. Some of the older econojniits used to 
suppose that this got done (br us^ so os to achieve the best result* 
by the mere higgling of the maricL They tvere content to accept 
*dcinand^“the prices buyers ^vei>c ready to pay-^is measuring 
accurately the ^utih'ty' of everything bought and sold and to 
aigue tliat, if a luan worked for a certain wage, it codd be 
assumed that the ^udlity^ of the exceeded the 'disutility^ of 

the labour with all the condidoiw attached to ii: so that* by 
merely Letting things alone* we could be sure that the right things 
would gel producedt because marc would be offered for them 
than for other things* which would therefore not be produced, 
and the right balance would be struck between vfork and Icifiurc. 
I doubt if anyone now senously defends this fantastic viewp which 
rests on a series of evidently false assumptioiM. It was assumed, 
for example, that a man w'as free to refuse to work if he found the 
conditions undidy irtsomCp and even to stop working at any point 
at which he thought the ‘chsudUty" of further labour exceeded the 
'utility* of vvhal he could earn by working more:—a$ if a man in 
a modern factory could pack up and go home when it suited him 
or lefuse to wort on Mondap or Saturdays or whenever he fell 
disinclined to get out of bed m the morning- It vsas also a^umed 
that the offer of a higher price meant that the thing for whii^ 
higher price was offered reprcscnlcd so much more 'utility^— 
though clearly the prices people are prepared to offer for things 
depend not only on how much they want them but also on how 
rich they are. A rich man can outbid a poor man very eas^, but 
it does not follow that a thing far which W is prepared to offer 
rrarcsent j more utiiiiy than a thing for which a pmor man cannot 
afford to offer more man u. 

Went ami Dtraamb 

Wealth and ^vcllaie are tacial concepts, and the thinp on which 
societies put the highest valuations vary Irottt society to society, in 
accordance with diffcreftcw in social structure. A society in which 
incomes are fairly exjvally distributed will have different scales of 
vaJuation fram a society in ivhidi gross inet^ualiika exist. More¬ 
over, the distribution of power, as well as ol incomes, affccta Uie 
issue. A society in which power is conceotiatcd in the hands of 
a ST fi^M upper wiU ptobahly care very little whether the con¬ 
ditions under which the woricing classes labour arc got^ or bad; 
whereas the more democratic a society is in its distribution of 
power the more it will be likely to care about the conditions of 
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labour, as well as the ravards. It willj however, be impossible in 
■my society so to arrange the aUmrs of wcallh-production as to 
make sure of reaching die best Gon^ivabte result. We cannot 
mathematically subtract the ^disutilities* of production from the 
"utilidci^ nor can wc ei'en make certain that the gross rum of the 
^utiiities^ shall be the largest that could be oreated ivjtb the 
amount of labour and other resourcea wc are able and prepared 
to employ, Wc cannot do tliis latter, because there is no 
quantitatively accurate standard which wc can apply all round. 
If we give upf aa we must, Lhe belicX tliat "utEily" can be umply 
measured by wliat buycia arc prepared to pay, wt necemrily 
adopt a double standard of what Jt U worth while to produce- 
Or some things wc say that they ought to be produced in certain 
minimum quantities, bccauBc they arc ixadedj Jirespcctlvc of how 
much people arc prepared to pay for thern of their owit wUJst 
beyond these mimma, and in relation to the endrr supply of 
things w'c do not regard as indispensably needed, wc adopt a 
diffeieni standard, and arc content to go by what people wciiUi 
and to accept the measurement of w^ants by wlial people are pre¬ 
pared to pay I prmndedp but only provided ^ that wc are satisRed 
that incomes, and therew'ith the abilities to translate wanls Into 
demand!j are reasonably distributed among the people, 

71^ Doable Sumdtird and ihe Soeial Miaimum 

Let me illustrate what I mean by tliis double standard. Wc say 
nowadays that every citizen ought to have a tolerable educadou 
and a tolerable house over his head. We therefore measure our 
requirements in schools and houses, not by w^hat people arc pre¬ 
pared to pay for education or houK*room, but up to a certain 
point by what we think they need, whether they can or are willing 
to pay or not. We arc rapidly coming to think in the same way 
hbimt nutridnn, and to argue about our Food supply in terms not 
of the Sums people arc prepared to spend on food but of huinan 
needs. Wc are also coming to apply this pfiuciple of minimum 
peed to medical attention; and of course we apply it to an increaa- 
iJig ^tent in a number of other fields—to parks, open spaces^ 
playing fields, green bdtSj and amenities of living in tow^n and 
country, and, in wpjtime, to a great many other things besides. 

Where this principle of minimum needs is recognised, there are 
three of applying li. One is for the community to take the 
rc^nsibihey of seeing that everybody actually gets the necessary 
minimum of the particuJar good or service. Tliai is how we deal 
with schooling and are proposing to deal with doctoring. It is also 
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ihc method avc ubc Ln supplying free milk or meals lo children and 
other special classes. The second way is for the community^ with¬ 
out actually supplying the service^ at any rate free of cost, to take 
Steps to jtiAc it artificially cheap^ in order that more people may 
be able to afford enough of it to meet their necds^ This is the 
method which is foUow^ed in subsEdking the rthousang of slum- 
dwellers or overcrowded hDiischolds. The third way is for the 
community sdU to leave the supply of the service to the higgling 
of the market^ but to take steps to raise the incomes of those who 
are going short so as to enable them to purchase adeqi^Ce 
supplies. This is what w^e do in the cash benefit aocial servicesj 
from health and unemployment Insurance and asktance to old 
age and disability pensions; and it is what we have recently done 
in institu ting children^H aho'Erances in the form of cash payments 
to the parents. 

The more equally incomes are distributfsd in a sodetyi the less 
likely are its memben to be going short in considerable numbers 
of things which they really But this argunwnt must not \x 
pressed too Ikr. Some quite wdl-to-do parents might neglect their 
children's schoolings or even their elementary needs in respect of 
health or nutrition; and some grown-ups would continue to live 
in insanitary dwellings e%'en if they eould afford better ones^ and 
better ones w^erc to be had. Even if there were no posjif^j in the 
sense o-f a sheer inability to aJlbrd the necessaries of decent livingi 
some people would need to be kept up to the mark in the right 
spending of their incomeSp and it would still be desirable for the 
State to erasure for alh by coniiTLunal provision! education 
good medical attentioiit good housing conditions! and a nmnber 
of Dlitet basic requirements of the goesd lifei. A society of eq^joJa* 
or near-equals, in the matter of incomes could * howneveri if it 
thought fit, safely leave people to allocate uicki of their spending 
in thdr own way, and could allow the character ol' the national 
production to be settled for the moat part by the d^mumi for the 
various gootia and seivdces. It would be a question of convenience 
only w hether to extend or restrict the range of coramund pro¬ 
vision; and the right answr vrauld depend on s«lal habits and 
on the general conditions of livipg prevalent in a particular 
society. The ancient Spartans, like the "dons' in C^ord and 
Cambridge co-day, fed together ai a connannaily providHt table; 
but it does not follow that this is desirable or necessary to the 
spirit of comm unity. People may prefer to feed m their own 
homes^ or to have an ample supply of restaurants at which they 
can take theif meals when so dispoSied, and pay for them accord- 
ing to their vmicties of taste or habit in caiittjf aiitl drinking. 
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Socuit in Kind 

On the other harwl, where ineoitici arc very unequally dii- 
tributed there is a streinger caws for pushing communal provision 
further than It nrerfbe pu^cd under wndiiions of greater oqtiallty. 
Even when, by means of children's allowances, we have made it 

r dblc for the poor to feed their children nd^uatclyp they^ will 
able to do so only by refraining fttim using the additional 
income in other ways which represent other real jicsdi or very 
urgent wanis* Tlicrefarc many, halting inequality for granted^ 
haw argued that it Is safest to provide goods and services— 
relief in lirtif—nithcr than moncy^ In order to be sure that the 
needs in quesdon wdl be met. lliis may be unavoidably nece^ary^ 
w'here poverty presses hard ; but how much better wc^d it be to 
make an end of such povertyp so that we might be &rcp as a oom- 
munity, to condder, without such fears and on gmunds of con¬ 
venience alone* whether it li beat to deal with this or that need 
by communal provision for meeting it* or by giving everyone 
means cnoiigh to satisfy it for himaclf and his dependants without 
undue deprivation of other things! 

Strictly spcaJtingj a want is for something wliich a man dcdrcs 
for himself and of his own accord* whereas a need is for something 
that he ought to want, either for lumaclf or for others. The dis¬ 
tinction cannot, however, be sharply drawn; for we usually think 
of the purchases of a household as expressing its ^wants/ though 
they include what the parents buy to meet thcLr children's ■'needs/ 
Needs in this oarrcftv range find expression in the prices ofFned in 
the market without any public intervenrion, whereas the State, or 
some other public or charitable body, has to intcrvctic in order to 
arm with purchasing poiver needs which the indhiduai possessors 
of income me not preparedp or are not able, to tramlate into 
market demands, ^^crevtf we draw the line, them has to be a 
double standard* unlras we are prepared to say that the State 
ought to leave It enLircly to private possessors of income to decide 
what to buy, even if that means tinhealihy, unedur^^ted children 
or aged people starving in garrets and cellars or profligate expen¬ 
diture on things that arc porith'ely noxious. Only the most 
extreme individuiilist can be m Ekvour of thU ; but of course many 
lc» doctrinaire individualists w^ould like to get as near to it as 
they dare. The practical question is* where to draw the line 
between providing collecdvely for men's needs, or taking steps to 
stimulate the consumption of usciiil and discourage the ccumunp* 
don of noxious things, and leaving each person to spend his 
income as he nlrasrs without any attempt to influence or direct 
hU choice. 
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Taxes and Subsidiis 

Sodctyi we have leerti has ati aJEemative ws.^ of providing for 
the better satisfaction of what it deemi to be men's rtpcds, if it 
does liot sec fit to supply these needs in kind. It can chenpen the 
goods and services of which it desires to promote the usc^ and can 
make dear those of which Lt wishes to sec less consumed. Most 
modern commynitics put high taxn on alcoholic drinks^ for the 
purpose of diminis hing the consumption by making them coat 
more; and on the odier side, as we have secn^ States subsidise 
education^ where they do not provide it frcCj and abo iower 
house-rents by means of subsidies, Ehuing atid snee the war, the 
State has gone much fiirthcr and has kept the prices of many 
cssentiai foods low by subddisli^ the pi^uccrs. Similarly^ in 
time of peace, a national riutritioTi policy mighc include the 
supply at cheap rates of the range of foods regarded as necessary 
for a balanced dltif while leaving open a wide range of choices 
to suit dilfcTeut tastes. 

or Course^ subsidies, like grimts of cash inconies or of'relief in 
kind^ to consumers, have to be paid for* They form pan of the 
public expenditure, which has to be met out of taxation or 
IxjiTOwing in one form or another. They arc ways of altering the 
effective distribution of incomes. In what Arrays and to what extent 
they alter it will depend on the tax system. The advantage to the 
poorer sections of the people of a redistribution of incomes 
through (he social services may Ije more than cancelled if at the 
same time taxation, is readjusted so as to bear more hcaxdly on the 
poor. When we are oorttideHng hov^ the national ineome Ls dis^ 
tributed, wt; have to go through three distinct calculations, asking 
(i) how it is distributed in the first instance, in wages, salaries, 
profits, interest, rents and foes, (aj how^ ft is redistributed by the 
grant oftenefits under the sdcial services and by the paytneni of 
interest on public debts, and (3) how the distribution is further 
aFTccicd by the incidenec of taxation on the various groups and 
classes, 

is Ihe ^fati^nat Ixorne? 

Wlh these preliminary considerations in mind, we can proceed 
to study the siie and dititbution of the national income of the 
EHtish people.1 So far we have been thinking of incomes as con- 
siitingof sums of money, of varying amounts, received by different 
persons in the course of a year cither a» rewards for some son of 
work or os pavments for the use of certain property, real or 
fictitious, of which society recognises them as the owners. !□ lact, 
hoiivevcri the wealth of a country' consists of things and nol of 
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moneyi whjinh h merely a ajid not a satisfactory 

way—of expressing (lie value ofdifrcnerit things in mmfnnti terms^ 
If -wc want to add up a coUecdon of thing!—say, a inan^s posses- 
iiona at the time of his death—wc can do this only by putting 
upon each thing a money value and then adding up thcae values. 
One cannot add a ton of coal to a house, or even so many pairs of 
socks ID so many pairs of boots, except by assigning them values; 
and money is ihc method of vduatton wlilch we are accustomed 
to use, Simiktrly with incomes. The real income of the com¬ 
munity consists of the things it can produce during any given 
period such os a year, itiitias such thing;s iis arc needed to replace 
Things that wear out during the ycait plus such things as the 
community is entitled to receive from abroad without sending out 
anything in return (intercat or dividcndi on capital assets situated 
abroad} and minuj such thioga as it has to send out to fareigners 
without return- Bui we have grown so used to thinking in terms of 
money rather than of real U^gs and to making otir baigaitLS in 
terms of money that it is quite difficult to think back to the 
realities which this money represents. It is easy enough to under¬ 
stand that the money incomea paid out in the course of produc- 
don represent the v^dues of the thin^ produced and are in Cict 
used nminly in buying these very thing^ But what is owed to us 
from abroad and what we ow^c abroad are hxed^ not os dii.n^ but 
as sums of money which vary in pumhosing power; and it b not so 
to reaibe that these sums of money aim stand for real things^ 
Countries can pay thttr debts only in things; for if they pay in 
money, the money must be convertible into things^ or no one will 
be ready to accept it. From this standpoint gold is a thing: it has 
a value of its own anywhere, unlike the paper money and the 
token coins which we use for eve:^“day payments. These Latter are 
valid only within the country which has issued them: gold is valid 
everywhere, because its value b in itself (iiitrinsic)i and not merely 
in the words and symbols that are fUunped upon it.^ 

Let us for the moment leave out the complicatiDns which arise 
out of debtor and creditor rejadgn^ips between ODunttics, and 
also those which arise out of foreign trade^ Let us confine cur 
attention to the nadonal income as far as it consuta of things 
which are both produced and consumed within a country. In 
cfleci, let ui lake the imaginary example of a self-contained 
country which has no Eroding or other ecnnoirUc relations with 
the outside world- 

11 do not oTcwne to imfsty thf rclsthr value ofgokl uid of other 

ihimfi is Ibed, uiy nuare ihin the relative value of a tots of tcuJ acd of a pini 
ef miUtr, 
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In ludi a country the tiaiinnml mcomc avnilabtp for would 
be the cijrnrnt pnxiuct of the national man-power, working upon 
natural resources wdih ilje aid of capital produced in pre¬ 

vious yean* Or rather, this would be the national Inoome; 
but in order ^ arrive at the mt natianal income it would be 
necessary to deduct such products as were needed to uiointaiEi the 
e^diUng^ capital ec|uipmcnt without loss of cfBdency. Obviously^ 
a cpmniunky which Ikiled to do this would be ^living on its 
capital' and would rapidly lose its productive powers and it is 
mtMt convement to deduct the necessary provisiozi for mainten¬ 
ance and renewals at the crutset, and to as fhf real national 

income the current product mimii this pxovuiom 

Strviai ai /rifcmf 

The national Income conibts of icrvkcs as well as goods. Not 
only transport workers and workers in the dbtributnT trades, but 
also doctors^ actors, professional foothalkn and teacher*—to take 
only a few' examples—add their quotas to it; for any service that is 
in demand or is regarded as mefiil and paid for ai such is a part of 
production. It is ufual to leave out unpaid services^ such as the 
work of homewi^Ts or the immense amount of voluntary scrvicje 
done by all sorts of people in their spw timeg though these things 
arc also really part of the income of the community^ They are left 
out because there is no means of valuing them in comparison 
with other services, for which people are paid. 

Servicct, unlike most physical goods, cannot be stored. They 
have to Ik consumed at once, or not at al|_ But there k an 
analogy to the provifioo for replacenient of capital goods in the 
need to apply a part of the nation'i man-power to training personi 
in the various kinds of skill so as to replace those who die or redre 
during ihe year. The nation's working force, for the supply of 
goods and services alike, must be kept up to siAndard equally with 
the capital equipment, if its productive power and therewith the 
national income arc not to MI olf. 

77u Rational Inc^jnr S^ort ihi Il'iir 

There is, as we have seen, no way of adding up all the goods and 
■crvicca produced during the year except by using money as a 
ctnnmon measure. The national income is therefore cxpcsacci as 
a sum of money. The national income of the United lOngdoin in 
iggdj the last cotnplcte year before the witr, is offidally reckoned 
to have been about jT^^Goo mlJHont, which for a population ot 
abemt 47 j6oo,000 pcnoiis, induditig children as well as adults, 
gives an income of roughly jtg6 per head. 
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This rational mcom-c was all derived either frdra the rendering 
of some service or finom the ownerabtp of land or other property* 
Et does not indude in addition such incomes as were drawn by 
persons who contributed neither services nor the use of property 
in return. TtiuS) no ailowanee is made for jneomea derived from 
social iniurauce TOiitributions Or firotn rates or tEUteSt ^ 
iiK:oi]ies have to oomc out of the incoiries which are received in 
return for work or llic use of property. ITic recipients of interest on 
the national debt^ of war pensionst of help frotn the Assistance 
Boardp or of uon-couCribut^ old a^ pensions are paid out of the 
taxes, which arc Icvks^ direct or inairect^ upon other people's 
incomes. Public Assistance comes mainly out of local rata, whjch 
arc a similar levv. Health and unemployraent Lnsiiranee benefits 
are paid for partly out of the taxes and partly out of contributions 
levi^ on workers and employers. There arc CompUcalions about 
what should be counted in as part of the net national income and 
what should not; but they ne^ not detain us now* The essential 
]X}int IS diat the real national income consists of ihe sunn paid out 
for the rendering of icrviocs or fur the use of property, and of 
nothing else, however this total may be TAtliitnhutid subsequently. 
The interest on the nadoua] debt is not real ineomc in this sense, 
because the national debt b not real capital^ and does not repre¬ 
sent actual property useful in produedDn^ 

The national income, in the sense here given to the term, 
accrues to (i) wage-earners, («) salary-eamem, (3) soldiers, 
sailors and airmen^ who get pay the State for their services 
and have to be counted as eontributiog towards the leal service of 
national defence, (4) owners of land and buildings, (5) owners of 
other fenns of property* who TCt from it cither profits or interest^ 
and (€) fee-eamers, such as doctors and other professional men 
who work for fees and not for regular salaries. It is utiposriblc in 
practice to separate group (6) from group (5), and they arc 
accordingly lumped together in the following Tabic: 


Soumezt or Real SSTahosal Iitoosiit uw tuc Upmuo Kn^aOC*!, 
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ThuSj aJid salarir* U^etlicr accounted in 1938 for 6i *5 

per cent, of the real nanotial iiKome^ and renc, interest, profits, 
and professional carnin;^ together for 36 8 per cetit.i the small 
residue consisting of service pay. It b annoying that these figures 
cannot be broken up furtho^^ for we ahould like to know how 
much of the last item consisted of professiooni fecs^ how much of 
fixed intercft on borrou'cd money* and how much of profits 
dependent on the financial success of bunn™. But thb break-up 
could be made only by the Government; and it has not been 
niade^ Nor can we tdl where precisely the line has been drawn 
between wages and salaries, though we should hke to know how 
many salaries there are above and below sucb and such levels and 
how much they account for—for obviously the group, sal^- 
ownm, includes at one end many persons who belong csKnlkily 
with the ‘wage-caming d a s ? and at the other managing directors* 
high civU sers^ants* and others in receipt of inconuai of thousands 
of pounds a year* 

In default of this informatioD we can say only that in 193B 
over trvvo-thirds of the national income as defined was being paid 
out in return lor personal services of all sorts (including those of 
professional workers) and less than one^third as payments for tlic 
use of property. In the United States in 19(381 almost e^tactly one' 
third of the national income w^ent to property-ovmcre* and 
tw'o-thirds as m^ards for personal services of one kind or another. 

Trmsfer /ncom« 

Not included in this classification are the iocomes described aa 
'transfer incames,' Le, tho« pwiid out of taxes, rates or 
butloDs levied on the incomes w-t: have cDuntcd already. The 
White Paper gives the iota! of such 'teaser incomes’ as £475 
milljons, made up of pensions (£13^ million3)j benefits (£r^o 
millions)* and ^others’ (£®®5 mdljoas—^presumably in the nuun 
interest on the i:iationa] debt). Some ‘ti^insfer incomes went to 
poor people, but the interest on the nadonai debt went largely 
cither to rich people or to institutiooj, such as joint stock com¬ 
panies or coll-E^cs or banka^ which hdd blocks of the debt among 
their income-producing asset*. 

71 # DutribuHm /nTiJflKr by 

The White Paper breaks up incomes in another way—accon^ 
ing not to dieir origin but to their sixe. In this second total part of 
•tramfcT incomes’ is bcludcd. but not social insurance ^oefi^ 
National debt interest has to be included here, because it 
the size of a person's total income just as much as receipts trofii 
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KTiy other source. The number of recipients in cadi group ts also 
given, but there is of course no indicatian nf die source or nature 
of the income^ as many persons’ incomes are made up partly of 
Vi'agei or salaries, say, and partly of interest or dividendSn 
Unlbrtunatdy, there is no indication of the number of recipientj 
in iht bottom group^ 
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Tht Effects iff Taxation 

Thus, more than half the national Lncomc, in this extended 
sense, was paid to persons getting less than 3^350, about 19 per 
cent, to persons getting between £250 and 1,000, about 
[6 per cent to Individuals getting over £1^000 and about J2 per 
cent, to corporate bodies, includ^ cducatiqnal and pnil' 
Mthropic agencies as well as btidMss ooncems. But if these 
incomes are reckoned afkcr income tax and surtax (but not other 
taxes) have been deducted from them, the propootions change to 
57 B per cent, for those under £250, 19-2 per cent, for those 
tetwwn £250 and £1,000, 12-1 per cent, for those oviir £i,0OO, 
and iO'8 per cent, for corporate bodies. The share of the Ims'cr 
group is increased, that of the middle group remains nearly 
unchanged, and that of the rich is reduced, 
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This, however^ is a very misleading way of stating the position^ 
Not only direct taxes on incomes, but all taxes haw to be paid by 
somebody; and the poor are taxed (or were before the war) 
mainly by way of indirect taxes on goods and services, insurance 
contributions, and local mtes on haiiscs. In 1938 total taMdoti 
amounted to millionSp of which only £403 millioris is 

induded in the deductions made above. Another £146 millions 
consisted of contributions to insurance funds and other direct 
taxes, £434 mihions was l™ed as Indirect taxation which entered 
into the prices of oonsumable goods and servic^ £165 million 
virais accounted for by other taxes (ailing on income, and the 
residue by tax liabUiUes of all sorts accrued but stil) unpaid. 

The poorer classes of the community were taxed mainly tmder 
these other heads, and not directly^ as miuiy of them have been 
since income tax was spread fimcb moire widely during the wi^. 
It is Unpoisiblc to calcu^te precisely how much taxation %vas paid 
by those in the lower inoome groups; but indirect on com- 
moditieSj insurance contributions^ and local rates fell heavily on 
these groups. Golin Clark has calculated that ^in i 935 “^ 
working classes paid about cmc^third of the combined total of all 
taxes, local rates, and personal contributions to insurance FundSt 
and that the proportion had been rising sharply fttjm tbe 
^twcnties> so that it was back nearly where it had been before 
the first World War. It is of course to be taken into account that 
the workers now' receive back in social sciviccs a great deal more 
than they did in 1913. CoUn Clark held that the net effect in 
was that about £9^ millions were iranslcrred by 

taxation firom the rich 10 the poor, debiting to the rich the 
general costs of government and administration. 

HiHi} ihe AdJ Afiftikd ifu Incomi 

The war has greatly altered the entire picture. ® 
sequence partly of higher pricea—to some extern deliKra^y 
imposed in order to dheck consumption—and partly of h^h^ 
output, the money total of the real national income, as dcfuiTO 
previously, irwereased Irom £4ibto nnlhons m 193^ £®r ^3 

millions in ] 945; hut of this total the Govenunent was clairnmg 
a very large ^lipn 10 cover wbt expenditure. Some of ihb went 
on pay and allowances to men and women in the forces 
then- dependants; but a great deal went on paying for war sopphes, 
both imported and home produced. In 1938 the total cxpendniw 
of public bodies on goods and service!, including csipiud goods, 
was 4 , 94 ^ millions. In 1944 than ^^5,256 nuluo^, 

and in J 945 iC5>n5& milUoos, or appreciably more than the enure 


natiotia] inconie of 1938, Nor was thii the suni-tiHal of pybUc 
eaipcnditure; for it does not todude "transfen/ sujoh as debi 
interest, benefits and pensions. Total public expenditure in 1945 
rcftdbcd the colossal figure of miilionSp but of this Bboui 

millions Consisted of * transfers* millioni], subsidies 


ExrnvDmms tm F^usoital Ajto Ptraue GofOtnemoK, 19^8 and 1945 
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(jf ^5^ tpilliom), or other cOTcnditure which did not use up any 
part of the cnirrcnt output of goods and servioeSi 

ConsumpHon 

M compared with tills public expenditure on goods and services 
of ^5^059 miilionst the population of Great Britain spent m 1945 
on personal cocmimptlon £5,645 millions. This was £1^405 
millions more than was spent on consumption m 1938' but prices 
w ere up by more than a murd, and real consumption was down by 
about 14 per ceni. ITie posiiioti is, however, distinctly more com¬ 
plicated Uian this suggests; for in 1945 the Government tvas on 
the one hand subsidismg essential commodities to the amount of 
£950 millions In order to keep down the basic cost of whUe 
it w-as on the other hand discouraging consumpdon by high taxes 
an other commodities^ to the amount of £893 mlUions, of which 
taxes on tobacco accounted for £409 millions, taxes on drinlc for 
£375 milljons, and Purchase Tax for £iog millions. 

Let us try to get a oomparaiive picture of personal consump-^ 
tion as it was in ] 938 and in 1945 tmder war conditions. A Tatdc 
derived irom. tlie Budget White Paper of 194)6, in wliich the 
comparison is made, b on p. 460. 

Consumption in rdoUwn h Lwistminf 

ThuSt we get for t938 a combined total of £4,983 millions, and! 
for 1945 a combined total of £10,640 millions for personal and 
public consumption t<|gether, at market prioes. Both these totals 
exceed the estimated nation^ mcomes of the two years {£4,610 
tnUUoni and £8,483 milliotis), because they include Indirect taxes 
and local rates, which togc^er accounted for £562 millions in 
1958 and £I|354 millions in 1^5. If we deduct thcfc, and add 
subsidies (£t5 millions in 1938 andi £250 m^ons in 1945) wc 
get corrected combined totw of £41436 miUioru and £91536 
millions* This Leaves, for 1938, a suipltts income of £174 millions, 
but for 1945 a defidl of £1,053 mi^hoos, even though uothing baa 
been debited on account of Leasc-Lcnd- Out of the surplus of 
1938 came what was set aside by saving for net piivate invest¬ 
ment;^ but in 1945 there was dearly notniog over ibr invi^tmcut 
—indeed, even apart from Lease-Lead, wc were overspending the 
national income by a very large ^um. Whence were the means for 
this ovetspendiog derived? Before we tty to answer tJ^ut question, 
let us set down the comparative figures of investment as far as 
they are available, 

%iaK! oT puhiii: tjCMditum for IgjO iceluiled £toi of tj*t aipiml 
by public ^utbonlks. 
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orcowsc* tht: saJe of assets held overseas must not be counted 
against the tmtional income, as it was a sale of previously existbig 
assets and not of goods produced during the year, Thus> for igjS, 
we iia\'e accounted for most of the income not spent on private or 
public consumptiotL £i 2 Z 5 oailliotiSj, out of the 3^516 mUUoufl, was 
spent on buying capital goods, over and above what w'as needed 
for the renewal of existing assets. Th^ balance of £Bi millions 
%vent mainly on the expenses involved in transfers of property 
and on life insurance. 

llie years 1944 and 1945 show a veiy dlfferenl picture. Imlead 
of a net investment at home pf ^235 miliiona, we have a ^disJn vest¬ 
ment' estimated at £968 milliora for 1944 and at ^805 millions 
for 1^5—by which is meant an esdmated decrease in the value of 
publidy and privately owned capital assets (excluding spedficaJiy 
war assets) ow'ipg to a i^ure to make good depreciation in these 
assets. In addition to this, we have a net sale of overseas capital 
assets to the amou nt of £ i , 775 milliona in the two yeanj, following 
upon earlier sales of millions between 1939 and 1943. Up 

to the end of 1945 estimated net sales of ovmeas assets totalled 
^£^4,986 millions, which is actually more than the estimated total 
overseas holdings in 1939^ This does not mean that all these assets 
had been actu^y of» but that those which were still in 

British ownership w ere mainly o^t by debts owing to fo reigners on 
account of wartime purchases—debts held in the form of iterling 
balances which Great hritaln is under an obligation to lioiiidate^ 
if and when this can be done, now that the war is over^ 

I Induding CApiul En^-aUncDl £11 tlie Fpit Offirc amJ in piibUt bouaun^ 
■cbcmci, but ddI other pubik iovtatniKU. 
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ThiiA, according to the officLil figures^ Grrat Britain has been 
steadily overspending its national Income during the war, and has 
been meeting Che d^dc, apart from Lcase*Lcndp either by the 
sale of overseas assets or by piling up sterling debts. Over the sams 
periodp we have been ^iLing to keep up the value of our capital 
assets at home. The value of these assets^ belonging mainly to 
private personSp is estimated to have Jallcn amce 1939 by al^ut 
^£,300 miilions^ but against this there b an offset, difheult to 
measure, in the increase of government property in the form ox 
war factories and other buildings, aerodromes^ camps, and stocks 
of goods. What this amounts to no one can venture to ^.y; for a 
great deal depends on what b done with these assets, or the terms 
on which most of them are being dhpeued of, now that the war b 
over. Possibly, if good use Is made of themi we shall hud that the 
total value of our capital assets has not greatly Cdlen; but there b 
die task of adapting these assets to peacetime usc^ and^ quite 
apart horn thb, there h need for lojge expendititre in gecdiig back 
Co proper productive efficiency the industries which have been 
cut down, and have spent Little or nothing on new capital goods 
or even on rcnew^iilfl during the war years^ 

War Savings 

The decline in investment is, of course, no indication of a 
decline in money savings, which, on the contrary, increased very 
greatly during the war. curtailment of consumption^ through 

shortage of consumers* Rwds, left the public, despite high ta3ca^ 
don, with stilus inconie which was saved on a con^erabk 
scale; and thb money w'as borrowed by the Government and used 
in financing the war* Here b the broad picture of private savings 
In 1938 and in 1945: 


Fajvatv SrWiKQ If* Tttt UMiTEia Kc^odou, 1938 jam 1943 
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In thb Table, personal sas'ing means saving out of private 
incomes. Death Duties arc deducted, because they are levied on 

463 




pnvittc Cdpitajf And thitt diminish its iunount, whcrc&s savings 
incirasc it, Imperwnai saving means gums pland lo reserve nut 
of profits or incoiM by biuinesses, nr by othw corporate bodies. 
Taxes due, but in arrears, have to be deducted in both cases, in 
order to arrive at the net amounts. 

^e Sec Iraiii Uie Table that private saring ag a whole was nearly 
live times os great in 1945 as in iggB, and that the hulk of the 
mcreasc was in petsonai saving out of incomes. To the total here 
given must be added the amounu colJccccd as Torted savings— 
that is, of nimspaid in income tax but due to be repaid some time 
after the war. These money savings are not represented by 'invest- 
ments' in any real sense; for the sums in oucatiDa have gone to 
finance current war cxpcoditure, and aU that remains is an 
increased National Debt, which is doubtless an ‘investment* fi-om 
the standpoint of its owner, but fitim the standpoint of the com* 
munity U merely an obligation, against which no pioductivc 
assets exist. This private saving has indeed been the most 
imporUDC source of the Govermneot's wartime spending pmver. 
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tVar FinaiKf ami Dibi 

Thuj, out of a total Govcmmcnt cxpefufiturtr during the icven 
ycarv (including 1931} of £37406 mlUjonat roughly 49 per cent. 
Mi been covered by m'cnuc and 5T per cent, by varioui Ibnm of 
ljorro\\'in^* Lcase-Lcnd expcndilure and the wciol Oinadian 
oontributjon of millions arc both left out of this calculation. 
Up to the end of 1945.—that hf at the end of more than dx y^ears 
of war^thc Government had borrowed in all iJnce Sept^nbcTi 
1939, over £16,500 milJiodST made up as follows: 
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Tb£ cetal eeaimotilT quaied u irptftmdng fmidl wvIdi^ h arrived at by 
iny iiMT NatxofiM SavR^ (>njf»ratei, l>efwc Band*, and tticxcaaci 
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62 466 601 6oq ^19 70a GGS s^Btg 


ThU vast burden of nminly internal debt now ooofinqnta the 
people of Great Biiudoi over and above the huge debt lefi over 
from previous warf> which amounted in 1939 iC^ 3 ^ milfronsK 

it had been ^ublt^ by Aprils ^943^ and had renehed a total of 
nearly £24,540 milLioni by March, 1946. 
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Tm NAUGifAi. DEMtp 1^-6 
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The itictcaslng sue of the luitioiml debt has, of course, iriven 
rise to prophecies of finandal ruin ever since the debt was first 
formally instituted at the foundation of the R-ink of EngUnd in 
1694. The national debt, which stood at /SsS millions in 1814, 
at the close of the Napoleonic Wars, had by 1914, fallen after 
vanous vici^tudcs to ^650 millions- but by tgao it was up to 
jfy.Sag inillioiis, and the capiut sum rose further, as a result of 
conveniDns, beoveen the w^ars. ft is now three times as lame as it 
was after the first World War, The nominal capital of the debt 
however, does not mean a great deal, cxwpt far that part of it 
winch IS repayable at par at a fairly early date. What really 
counts IS the annual charge involved in paying interist on it, and 
this of coarse depends on the rates at which the Government can 
borrow. In 1914 the debt service, at £34.500,000, com about 
1 ^ per cent, of the rational income: by 1930, at £360 miUions, 
It was costing approximately 10 per cent. Thereafter the State bv 
converting its borrowings to a lower rate, was able to reduce the 
l^en by approximately one-third. During the second World War 
there was no repetition of the first-war folly which allowed interest 
rates to rise with rach successive tvar loan. Interest rates have 
kept steadily low; and, given a policy of full employment in 
futme, there is no ti^n to fuppoac that the greatly increased 
capj^ of the national debt will involve in annual interest charves 
any lar^ prorareion of the national income than the much 
sm^er debt did m (939. Such forecasts arc neectsarily xpecu- 
btrvci for lh«y depend on a number of uncertain factorx^the 
future level of prices, the policy foliowcd in controlling Interest 
rates, and the xucecs of a full employment policy in adding to 
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the real nadoiml inconie.^ There b, however^ no reason for 
supposing that the national income will ndi dsc at least in pro¬ 
portion to the annual charge of the debt. 

It has aliO to be bomc in mind that the natLonal debt^ as far as 
it h held at home^ docs not reduce the national income^ but 
merely rcdistiibutea it. This of course is not true of debt o^^ing to 
foreigners^ as this mvnivea payment gutiide the countiyK But in 
the second World War, unhke the first* Great Britain^ though it 
sold many overseas investments belonging to Britbh dtfeens* ran 
up very little foreign debi in the form of actual bonds—though it 
has ofcoiHse inc«md a very large debt in blocked sterling owned 
by foreign banks and GovemmeniB, Foreigners have no doubt 
subscribed largely to home imies* and to that extent there will 
be a real chai^ on the national mcome. There will be a heavy 
charge in rcspwt of sterling balances in London held by foreigners 
and to a considerable amount invested tempomrily in the "float* 
ingt* or short-temij debt; and, as we have seen in an earlier 
chapter* the handling of these balances constitutes a serious 

E robtem. But by far the larger part of the huge national debt is 
eld by British subjects, and the interest on it will form part 
of the expenditure of the British people. It will be what I have 
called earlier in this chapter a ^ transfer^ income* of which the evil 
feature will be* not that it reduces the nationaJ mcome as a whole, 
but that it tnuisfcrs part of it in an undesirable way* from the 
ptMrer to the richer classes. The right ways of dealing with this 
evil arc twofold—the reduction of interest on the debt to the 
lowest practicable icv^cl* and the imposition of stiff taxes <m 
large Lnoomes in order to redistribute the proceeds in improved 
social services tn those who are worse off. 

TaxatioR Dming (At 

ThU brings up the whole question of post-war taxation. In 1938 
taxation of all kinds, ineluding local rates, absorbed rather less 
than one-quarter of the total national incorae, including transfer 
incomes: in 1945 it absorbed w^cli over one-third. The exact pro¬ 
portion depends, on what is Included; for example* oonbributions 
paid by finns to social service schemes or war insurances, as 
distinct from contributions paid by individuals^ can be either 
included or excluded on both sides of the calculation. The general 
picture* however, is liardiy aifected, Tlie folloiving Table shows 
the situation in 1943J as compared with that which cxbted in 

i ActiuiUy, in i94^-6t ^ reil of thr NitiooM Dtfcrt for kOEreit tued manaRt* 
HKnt wiu ibout £455 mlUioni, AS Bgiiiiut £2^^ tnUlioni tD 1938-9, And uxiaer 
millioca in 1913-14. But the rn«t per cent, had fallrn fiofn 3 ib 1913-11 
<D 3I in 1938-9, Aod 10 \tM tlwi s in 1943-8- 
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Tbm. 1938 and 1943 ncl taxes and rates levied oti 

mm^ptjpa cLnxily mare than doubled; but tajics and rates 
I^d on jneoraa pom by nearly ago per cent. Tbc very small 
mcreoM m rates on houses accounts for a good deal of this 
aiilcren«; and a further part is aocoiinted for by the fact chat 
“"Sumption were pardy offset by sub$id!io 
de^cd to Jreep the basic eoet of living down. Compulsory coo- 
l^butions out of tn^itte bad risen less than dittSt on 

incc^e; but it must be borne in mind that the very great rise in 
the latter was due to tbdr extension to a much^J^^don of 
ti« popuiation M well os to the higher rates 4 arecd. Tbc 
standard rate of mcorac tax was 6i in 1938-9 ai^ loi, in 
* W 3 4; but the lowering of the exemption limit to ri 10 and the 
reductioiw in alJow^ccs, combined with the rising &-el of money 
i^mcs, rai^ the number of persons assessed to ineonw tax 
&om 7 miUioni m 1938-9 to 13* millions m 1044-3, In ioq8 
I ^on wageHarti^ were paring about ^3 miill?t?ui income 
tax. in 1^3-4 7 miUi^ paid over £aoo millions. In 1038-* 
with incomes of £250 to jCsoo a year paid on the a^a^ 
1^ than 3 per Mot. of their incomes in income tax: in 1944-3 
they paid over 16 per cent. 5 

Tbx Poli^ 

Obriously there is due to be a considerable tussle now that the 
war IS ovw, as tax burdens come to be readjusted. In [o<t8-a 
pawns with incomes of than ^£250 paid £5 miUfons in i^oto 
ya:. in 1944^ they paid £90 millions. PcrMiu with incomes of 
from £a50-£5(» paid £17 miUioiu in 1938-9 and £240 millions 
m 1944-5. At other cxtnnUE persons with marc than Xs ooo 
a year £190 millions in (938-9 and £345 miUjons in 

’fM 4 -S Id the extent to which total taxation is reduced, which 
group IS to reap the benefit? There remains the middle etoud 
from £5^ to £a,ooo. The members of this group piaid /TB3 
mJhons m 1938-9 and £540 niiUioni in 1944-5. Tbiu, if 
divide into three broad groups, we find that, in income tax and 
sui^ ihoM with under £500 a year paid 7* per cent, of the 
total in 1938-9 and 27 per cent, in 1944-5: those with £500- 
£2,000 piud aSJ per cent, and 44* per cent.; and those over 
£2^ paid 64 asr cent, and per oenL This change In pro¬ 
portion u due, of ootiTM, not to a fail In taxation on the rich, but 
to a sharp increase in taxation on the relatively poor. It 
would have been entirely out of the question to meet wy sub¬ 
stantia] proportion war expenditure out of the proceeds of 
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direct taxes on lajr^c tneotno, for the simple reisson that even in 
19^-5 incomes in excess of j(;2,ooo aggregated only £530 
miUioju, out of a total of jC7,e93 millions (excluding corporate 
incomes on both sidesj. Out of this millions, in 1944-5, no 
less than £345 mUlions was paid in income tax and surtax taken 
together. 

It has been claimed in certain quarters that this high rate of 
taxation on targe innajmes Is incoiuistent with the ne^for rapid 
accumulation of capital in order to bring industrial equipment 
up to date and to provide for its extension witli a viov to foil 
employment. It is also being claimed that the reserved profits of 
businesses ought to be exempted from taxation with the same 
object. In 1944-5 corporate income amounted to £1,301 millions 
and contributed £7^8 millions to taxation, including Excess 
Profits Tax and National Defence Contribution. Business men 
naturally demanded the removal of these taxes; and clearly such a 
stq>, whatever its effocts on the level of investment, would benefit 
mainly the richer income groups, not by adding directly to their 
incomes so much as by Increasing the value of their capital. If no 
tax were levied on reserved profits, a rich man would be able to 
escape taxation by leaving his profits in the business for invest¬ 
ment, mstcad of Withdrawing them as dividends. If he vvanted 
money spend, he could get It by selling off a few of his share*, 
and could soil liave as much invested capital as before b^use 
the value of ^ share would have been Increased by the profiu 
left as capi^ m die business. Exemption of reserved profits from 
taxation, while it would doubtless strongly encoumire direct re- 

capi^-ownmg classes, and to leave the poorer part of the eom- 
of'StiSi*^*^'' ^ increased proportion of the total burden 

N^helcs it ii ^ed that tlie exemption ought to be 
r m ^e measure, because of evident 

rate of investment during the post-war years, 
l^c ^uroent would ha ve some force if there were no alternative 
way of raising new capital. But, in the first place, just a* much 
rapital be raised If the State, instead of rSitting the ^ 
conunu^ to levy it. but kft the proceeds in the bSrSs to 
accumulate as pubhely owned holdings in industrial enterprbes- 

the proceeds of the tax, not as ordinary revenue for 
meeting c^nt «penditure, but as a capital fiW a^lJ^ S 
inv^tment in public enterprise. There may be a strong^ for" 
high rate of capital accumularion; but it d^ „ot folKSli thh 
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ought to be secured tax rclieft which can only benefit the 
nchcr daues at the expense of Uit poorer. 

These contentians apply even more forcibly to demands that 
the rates of taxation on Jaigc personal incomes should be reduced 
m order to make it possible for the rich to save more. It Is surety 
a most chancy and uneconomical method of promoting saving to 
pay out large inco^ to rich people in the hope that they will 
save tOMt of them, instead of spending them on current consump¬ 
tion. AU the evidence goes to show tliat. before togq, the richer 
classes were contnbuling very little, except in the form of cor¬ 
porate reserves, to the total saving of tlie community. The main 
pcisond «vmg came from the middle income groups, anti 
increasingly tools the form of regular payments to insurance com- 
pames, superannuation funds, building societies, and other similar 
ageueia, Mueli the best way of making sure tliat a high proper- 
Uon ol large incomes shall be saved is to lake it away by taxation 
and, as far as saving b dcsfrable, apply it to public investment 
under communal ownership and for communal profit. The only 
rational grounds for oppoation to such a source are a desire to 
preserve private business from encroachment by public enter¬ 
prise, or a desire to keep the rich rich and to impose as much 
bixatiDn m possible on the ptjor. Of course, in practice, these two 
desres often go togetlier. 

The ^o Budgets introduced by Dr. Dalton, die Labour 
Chancellor of the Exchequer, in the autumn of 19+5 and the 
spnng of 1946 did not introduce major changes into the tax 
structure as a whole. In his first, interim Bu^ct Dr. Dalton 
announced a reduction of t J. in the standard rate of income tax, 
bringing k to 91. hi the jTi; and he also restored some of the 
personal allowances suspend^ during the war. As against these 
reliefi, he stififened up the surtax; but he aHowcd the concessions 
made earlier tti the year by Sir John Anderson lit respect of' 
reserved profits used for capital development and payments to aid 
research to stand intact. In his first full Budget, introduced m 
April, 1946, he left the standard rate of income tax unchanged 
but restored in part, but only in part, tlic earned income allow¬ 
ance, and put back most of ihh person^ allowances to the pre-war 
level. He ^so slightly increared the married W'ojnan's earned 
income relief, and m^e small, but valuable, remissions of pur- 
diare tax. More far-rcadiing was his announcement that Ex^s 
Profits Tax was to disappear, coupled with a deebratbn that he 
considering whedier or not to replace it by some other form 
of levy op busLPcsA profits. 

The changes were not great in the aggregate, because the 
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fi n^T u^ial flttuatioii left the Choncclkit of the Exchequer with not 
much nocnu for mauccuwep He had tdli to 6icc, for the ycstr 
1^6-7, a prospective deficit which he put at 700 milUonit 
after taking in a number of non-n^eurrent itemi On the credit iidic^ 
It Wi'^ evident that, Ihjm the ataodpomt of the Budget, 1946-7 
was bound to be in effect itill a war yeaTf and that the time had 
not arrived for any comprehendve overhaul of the tax ayfitem. 
One a^ieward problem which lies ahead—the redistribution of 
burdena between national and local taxation—v^ili have to be 
tackled before long, and may involve a very extentive reshapifig 
of the whole taX'^tructure. It awalu, ho\%'ever^ dExhions, which 
are not mainly financial, about the fulurt formf of local and 
n^ional government and about the allocation of functiotii and 
po\^'crs betis'ecn nadonal, regional and local bodies. The main 
struggle over the use of laxatioa as an instrument for sixnring the 
best practicafale distrihution of the natianal income is stul to 
come; but already the new National Insurance Act and the new 
Heaidi Scheme, as wiell as Family Allowanoes, have gone some 
distance towards dehning the budgetary problems with which 
future Chancellors will have to dcah To these measures we shall 
oome back in a subsequent chapter^ 




CHAPTER Tir 


PRODUCTION 

So PAH. I WE HAVE BEEN dUcn43niig the iiAtiotial income tn 
terms of money* We bavc^ hov^’overt to consider abo of what real 
things this income consists and how its composidon has been 
changing in recent years. The national income as a whole can be 
divided broadly into three categories—goods made at home, 
servioea lendcred at home^ and Oic net receipts of goods and ser¬ 
vices from abroad, after deducting the value of exports and of 
scr\TCC3 rendered to jpreigncTSk By *gMds mnde at hotne^ we must 
here understand the ^ue added at home; for in many cases the 
goods are made wholly or in part of imported matcnaJsi wludb 
have lo be paid for abroad and dearly form no part of the 
national income, except under the third heading. 

Th M€aiw€mtM of Frodui^n 

Tfic principal data for measuring the amount of home produc¬ 
tion of goods are to be found in the Census of Prod uctiont w^hich 
was tateti last in 1935* Agrk^lure, forestry 

and FMung, for ^vhidi separate tstimates arc available; nor does 
it include services. It leaves out (d) aU transport, [A] al! db^ 
tributive services, all professional services, such ^ teaching, 
medicinCk and other consultant services, fmiuicial services, 
such aj banicing and insurance, (r) domestic and personal services, 
including hotels, restaurants, ^catres, clubs, and so on, as well as 
domestic vrork in the home. These cxduded groups tc^ether 
account fbr considerahly more than balf the national income; and 
some of^em are very diffioilt to value even in the most approxi¬ 
mate way. Cohn Clark has estimated that the gross national 
income in 19^5 was about jC+s9^® miUiona^ induding proviHon 
for depreeLaiion and renewals, and the net nadortai income 
jC 4 t 53 ® millions, after deducting this item. Of this gross total, the 
Oct output of tlie induitries covered by the Census of ProduetiDn 
aceounied for only £i ,759 milHom, or 36 per «nt. The net output 
of agriculture was about millions, bnngiiig the total for pro¬ 
duction up to XijSSg millicnSk about jSJ per cent* rest of 
the total IS made up of the services of transport and distribution, 
professional and personal services of every K>rtk public services 
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pTwidcd by national ^nd loc&l govcrtimcnt^ and the net incDme 
fitim abroad, 

*rht nearat approach that Can be made to an estimate of the 
respective parts played by these various services in the national 
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income as a whole h to look at the dutribiidon of the occupied 
populatton aiuong the varioua types of emplpyincnt. Unfor¬ 
tunately;, HA no Populadon Census was taken in I94I) we have no 
official figurca for such a break-up later than 193At that date^ 
the occupied population, Including employers and ^seLT-einployers^ 
as ts-dl as eEnploycd persons^ was distributed among the main 
industries and services In the ^'ay shown in the Tahlrc on p. 475^ 

Tfc jDijfhfru/tiM qf Man^pewer 

Thus, out of a total occupied population of a t millions^ nearly 
48 per cent, were engaged m igii m tnmsportj distribution, and 
other ^service* industrieSj and only about 5a per cent, in the pro¬ 
duction of physical goods. This b on the basis of a dassificatinn by 
mdustries rather than occupations^ so that a clerk or a lorry-diiver 
employed by a productive firm—say, a steelworks—is counted as 
a produjcer anti not as a *service^ worker. The Censns gives an 
alternative classification by occupations, and it is instructive to 
compare the two. 


iNnuftmiAL AKCa QoeurATRVijU. Dnntnunoy tn CeuiAMCi 


PFmhidioa. 


(iVr if ^ CCaapiidpetumi) 

By mimtnt* By tempBiM 


Agnmllurc and Tuhing 
Mining and quarrying 
Msnu&cturiiig . . * 

Tremport 

Trsnipoft anil eonununicatkin . 
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Ot*ir 

Frofouqiuil and public: mrvkm - 
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Uadottiijcd , . , . 



Thus, wc sbaU not go (ar wrong if wo say that in 1931 about 
half the occupied fjopulation was engaged in praduang goods 
and the other half in transporting and distributing them or in 
rendering various kinds of personal, pmfcsuuna), or public 
service. 

These mdustria] and occiiptional iniaU include the utt- 
employed as wfeU ns Die employed, The figures show not hrw 
many people were actually at work in 1931 In the various 
branches of the national e«:anoniy, but how many would have 
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been at work if thm had been atwlutdy full cinploymcnl* 
Actuailyp 193J wns a bad year* and the Cen^is recoirdt^ the 
follnwing forroidablc numbert out nf work in the various Indus^ 
trial groups: 

NiWKU RtajXfipJ^ M Out or Wosw ist Titi Oetoui or 1931 
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From this Table we see thatj although the labour fora was 
distributed fairly evenly between production and ^scryioc* indusr 
trica^ there wcie twice as masy productive as spince workers 
unemployedi Goal-ociining'f inetalSj. textiles and bimldintg were the 
groups in which tinempIoyTiicni was most serious and in which 
the greatest waste of prod uctive capacity was being incurred. 

Afcm'-)>£a£vr on^ Frcduction 

The purpose of this analy«s has been to give some idea of the 
real make-up of the British national Lnoomc as it was before the 
war and as it might have been if we had been using our productive 
rcsouras to ifac full Beti^-cen 1^31 and 1939 the tcndmcies qb 
had been in fora earlier for the most part continued in operation^ 
The proportion of productive to service workers continued to fall 
as the numbers in distributtvei commCTcial, and o^er service 
occupations inm^eased. By 1939* according lo an estimate made 

* Thii tPtjd emnears with &pSi5iOCici pef»m rnDonied Id Lhe tmeiDpkryment 
InmrMutr Cmtira rorAprib 1991 * fci mil af wwk Aj the Ceem wvm 
tkw out eovwd bf iwrmnce, li i* ebwui ili*i manr wortei temiwrvOy 
unemt^Dyed wert rtcurdird In ibe Certfuj w in employineiitp 
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by Mr, Frsenkel, the proportipn of productive worlcera IiAd &Llcn 
fhini 53'3 oTtlic whole to a^bout 31 per ccnt,j out of an occupied 
population of 33 mJlIioiis, Mines and quarries had deexvased nom 
6'5 to about 4'75 P**' cent, of the total, and tonnuhteturing from 
35 7 to about 37 5 per cent. 

There is every reason to expect this tendency to continue, unless 
there are luitttantiaj changes in British economic policy, lij how¬ 
ever, we decide to plan our productivE system in such a way as to 
promote the general welfare, a different situation may arise. In 
the first place, we may very well decide that we cannot spare 
nearly 8 per cent, of our total working population (or private 
doinestic service, apart fioin the (urther 3 per cent, onployed in 
hotels, cluhs, rcstaumnts, and lodging houses. Indeed, it we have 
full employment and there are alternative jobs available, a large 
proportion of the ] ,640,000 private domestic servants will pro^ 
ably not be available for these occupations, and many who would 
in other circumstances have entered domestic service wilt seek 
more congenial wployment. This will occur, even if the con¬ 
ditions of domestic service are drastically improved, as they ought 
of course to be; for domestic service is unpopular in itself as well as 
on amount of the bad conditions which have hitherto been 
assockted with it. The number of private domestic servants was 
dr^tically cutdnwm between 1914 and 1918, though not so much 
as it has been during the second World War. After igi8 hundreds 
of thousands of workers were drivco back into it, or driven to t"ke 
it up, by the impossibility of getting other jobs. If we maintain full 
employment for the future, the same thing will not happen. The 
number of domestic servants will be gm-enicd by the number 
willing lo take up such work and to continue in it drt pit^ tJic 
existence of alternative openings, and we may reasonably expect 
a sharp fall, 

It may also be doubted whether, under conditions of full 
cmployracn^ we shall for long be prepared to devote 16 per cent, 
of our mrnilablc man-power to distribution, commeree and 
fi^ce. There will perhaps be less inrentive to open small shops 
when «guW work is more catily obtainable elsewhere: and, 
ap^ from the small abopkctpcia, there is room for a constderable 
laU m the niim^ of shop assistants, vanmen, and other workers 
employed m shops maimed by wage-labour. The number of 
insur^ workers m the distributive trades rose by leaps and 

txtent, this was doubtto due 
to demands ^ customers for unproved service, indudine the 
proportion of the goods bought. Bu^^a if 
high standards of service are wanted, at the coat which they must 
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entail, ii; luiquesdonablc tEiat a mtionnlisatloa nf laigc-icale 
and mcdiiun-scde retailing could give at leaat aa good ^rvicc aa 
was given before the war with a much smaller expenditure of 
man-power. Ii could give this, even if^ on political gruimds^ the 
small shopkeepers were left wholly untouched and if the measures 
of rationalisation were confined to the Uiger shops. 

On the productive side the decline in the numbers occupied in 
coaUminlng seems oeruun to continuei as even if production 
recovers this will be as a result of higher mcchaniaationp and will 
not involve an increase in employment- Employment in teixtlles b 
also likely to fall further^ both because of the factors leading to a 
permanent decline in cotton exports and because here too the 
future obviously hca with much more developed forms of mechanic 
sat ion in all types of textitc inanufactuie. Metal-working, on the 
other hand, will almost certainly show a long-period tendency to 
increase still further^ though there must of course be, as after the 
first IVorld War* a considerable scaling dovvu ibllowing upon 
the immense expansion due to the war* i^ricultural employment 
has declined steadily in relative importance at every Census. In 
thb Case the tendency may be arrested hy the maintcnaace of 
home production of foodstims at a higher level after the war; but 
ajgainst thb factor has to be reckoned the increasing mechanisa¬ 
tion of agricultural processes—^which b> indeed, a condition of our 
being able to grow more food without adding to its real co^. Agri* 
culture^ even with a considerable expansion of its productive 
programme, is not Ukcly to absorb an appreciably higher propor¬ 
tion of total man^pow^er than it did before the war. 


Whtfi IVf Jftid Aiort Worki^i 
If standards of living are raised as a result of full employment 
and a more equitable dbtHbutioti of purchasing pQwer;^ the indus¬ 
tries and services which will be called on for the most rapid 
expansion in producing for the home market will probably 
include the Ibllowang: 




Boot! lu^ ftboei. 
Other dolhice. 

ftaytitt. 

Rubber* 


Fuminirc. 

FcKxi pcwrvlpg, 

Tabfl^. 

fViutiiig. 

Miaar loctjU tmd^ 
Vehicle^ trada . 


Stnmx 

Publit utLliti£i+ HralUiH 

Rwt tw?port. Oiiediig. 

Loal ^-rmmeiic Amufcnbcat^ 

^dueutfoiiH h&iindHci* 


All these industries and services, many of which have been greatly 
cut down during the w^ar, have ht^n looking for additional 
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workers and ape badly in need -of an inentased and more up-to- 
date irii^tment in plants buildJngs and inachintiy. The building 
industry alone ^vill need, if housing arid other forms of oamtnic- 
rion arc to be developed on an ^equate GcalCp to increase its 
labour force by at least a i^uarter of a tnlUion above the numbers 
employed in 1939. Education is in need of an additional roOvOoO 
ivorkers, and fcralth services of at least 50,000- If Great Britain w 
to pay for necessary imports vdih an increased quantity of exports* 
there vAW ha^'e to be a permanent expansion of employment 
throughout the industries which contribute to this increase; and 
of course the demand for intreased investment means a higher 
demand for labour in tbe industries which produce capital goods, 

Th* Prohteifi 0 / Post~uMir In^stmtni 

This question of investment is of the (irst importance. As we saw 
in die previous chapter, the total demand for investment goods 
in 19sS amounted to about £690 millions, of which £ 34 fi mdlioni 
vraa Syr rdievi^s of existing assets. Of the £6go miUimt^ 
millions was for buildings and 145 millions for public utUities,^ 
indudiog roads, bridges, waterworks* power stntK>n5 and traos* 
port equipment, and so on- This left only 1 ®S widiiom for plant 
and machinery and all other capital goods; and of thb £i 55 
millions was for renewals- New investment* apart &nm renewab* 
in plant smd mactin<^ was only £^o mil^m^ and in other 
capital assets 10 millions^ Such amounts are out of all relation 
to what is now needed in connection with a policy of full employ¬ 
ment for the re-equipment of British industry. House-building 
alone needs to absorb more than was being di^'Oicd to all fnrm^ 
of capital esq^enditure* induding renewals; and there is of course 
already a %'ery high and urgent demand for arrears of renew^ 
from all the industries which have been cut down under w'ar con¬ 
ditions, over and above wliat is needed for expanding the scale 
of productiorL 

We shall be faced, then* for a considerabk period after the war 
with the need for a high rate of capita] accumulation. The gross 
national income of die post-war period will be subject both to a 
larger deduction is respect of exerts needed to pay for imports* 
the cost of which can no lorigcr be met out of income lh)m ow-T" 
seas assets, and to an exceptionally high toll for the Lmnrovement 
of our standards of housing and capital equipment. We shall not 
need to go to the lengths to which the Soviet Union had to go in 
postponing consumpdoji in order to build up industrial capital; 
but we shall have 10 go quite a considerable way. Tlie level of 
current consumpdoo whic^ we shall be able to ^ord will be a 
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long w^y short of the gross production of whicli \v^ should be" 
capable under full employxnent, Qf course^ this only means post- 
pordffg consumption, nor is thci^ any reason why the postpone¬ 
ment should continue for very Jong* Tlie h^ber mvestment p if it 
is rightly directed to improving industriaL efHdencyi will very 
itoon begin to yield a higher total income, out of which wc can 
consume more^ even after setting aside a laiTger total amount for 
further investment, I£p ho’^vcverp wc scramble at once to increase 
our consumption at the coat of mveating IcsSj ■wc shall both tail to 
3 WcU our total income for the future and feil to secure sufBdent 
markets for our exports to pay for the imporu needed to yield ns 
a satisfactory standard of Uie. We shall no better in the abort 
rurip and very much worae in the long^ mn^ than we may cutpcct 
to fare if wc follow' for some time to come a wisely dirretfil policy 
of high invratment in re-equipping industry on thoroughly up-to- 
date lines, 

Irwestmmt md Connmplion 

Mr, Kaldor* in his calculations appended to Sir William 
Beveridge^s book on Fidl ErTtpl&pneni in n Fta has reckoned 

that Great Britain might need aAer the war a real net investment 
in capital assets twice as large as the actual investmenc of 193^— 
and of course still targert in terms of money, to the extent to which 
post-war priM are lilgher* This would mean, on the assumption 
of prices up by one-tMrd, a total investment, public and private, 
of about tp333 millions;, or rather more th^ onc-dxth of what 
the net national income should be at that level of prices under 
condkioni of ftdl employment. This ^vould leave us enough to 
maintain consumption at about the pre-war level after allawing 
for bringing the unemployed up to the same standards as the 
emplofyed workers. Any advance in oonsumpdon beyond this 
%voidd have to come as a result of more effident production; and 
this in turn depends on a policy of high m>'estinent^ 

T 7 u Sintrees ^ Qipilal 

The question at once arises, if this g^t increase in investment 
is nced^, who b to owm the new capital goods and to reap the 
profits accruing from the higher efficiency, Wc have seen that in 
1945 the net money savings of private persons and corporations 
amounied to £ 1,480 millions. During the war^ most of this money 
was lent to the Got^enunent, whidi used it for war purposes, 
partly to meet cuntmt expenses and partly^ In building war 
factories and other capital assets, some of which will be usable 
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in the Allure, This high rate of private saving of oour»j the 
oulcome partly of a patriotic desire to help the war effort, partly 
of the current shortage of goexU and services upon which incomes 
could be spent, and partly qf a desire to save up in view of the 
uncertainties of the post-war outlook—for tlie fear of unemploy¬ 
ment had been too deeply engrained by experience between the 
wart to be easily put aside by mere hopes of a new employment 
policy. But there is nothing impossible in the maintenance of a 
high tendency to save out of private incomes now that the war is 
over—if rvc decide that to be the Iwrt method of providing for the 
accumulation that is needed. Mr. Kaldor has estimated that in 
I 93 ®j if ® situation of full employment had existed, private 
savings would have amounted to £560 millions on the basis of the 
existing distribution of incomes and the existing levels of taxation. 
But is private saving the best method? Under any system of 
national economic planning, the Government will know, within 
£urly narrow limits, at what level total investment needs to be 
sustained in order both to secure full cmployTnent and to bring 
about the required measures of Industrial re-equipment and 
development. May not the bot method be for the Government 
itself to undertake a substantial part of the capital accumulation 
which is nced-cd for these purposes, raising the money cither by 
general taxation or by levies upon thtsae industries and services 
which produce the less necessary supplies? in the Soviet Union, 
though citizens are as fully free to save out of their incomes and to 
lend their savings at intcrcii to the Government as they are here, 
no reliance is put on these acts of voluntary saving to preducc the 
amounj^r mpital that is needed for the national devdopracnl 
plan. The Goveroment gets whatever more it needs by so 
arranging the structure of private inoumes and selling prices w to 
leave it with the resources required for capital expenditure. This 
can be regarded as a form of indirect nutation levied on industry 
or M a direct taxation of inooraes; for it results in prices being 
higher and incomes lower than they would be if the whole 
national income were paid out in wages, salaries, and other forms 
ol eummt spending power and the Government then borrowed 
what It needed for capital expenditure. It a, however, 
simpler and more correct to regard it as the natural course under 
a planned economic system; for the real income available for 
spending on current consumption, and therefore suitable to be 
pmd out to eonsumerx, is only what is left aAer an adequate level 
or real M^ng has been ensured. It b our past reliance on indi- 
vidi^ thiifi as a means of promoting capital accumulation that 
maxes it diincult for us to see this simple point. 

489 


Puttie and Frimk Enkfprise 

!t woiiM» of course, be quite possible for die Gevernment to 
molce itself responsible both for cuauriug a sufficient level of 
capital accmmJnrion and for undertaliLig any part of this 
aeciimulation, lariqc or small, by developing eiitcrprbw under 
public ownership, and yet to rely on private pcisom to supply the 
capita] om of personal savings—provided only that, if they failed 
to save enougb, the Government stood ready to step in with 
measures of its own, for example higher taxation^ m order to fill 
any gap* The Govcrmneiit could finance its oivn inveatment 
poHcy by borrowing from its dtizenSi as it was doing from 1939 
to 1945 Jot the purpose of financing the w'a.r. Tim, however, w^hen 
one comes to tbtnk about it, seems an unnecessarily roundabout 
aitd expensive procedure. Wliy sliould the State pay interest to 
private persons for saving sums w^hlch it could perfectly w^ell have 
retained without allowing them ever to become part of anyone^s 
income? This method results in the new capital goods becoming 
in effect private property—for even if they are pubbdy owned, 
interest is payable on the sums spent in pcqutrtng them—tvhcrcas 
by the method used in the So\'ict Uruon the greater part of the 
newly created capital goods becomes public property not subject 
to any charge, 'iTie increased productioti to which they lead is thus 
available for distribution among all the citbtens in accordance 
with considerations of general sfHaal advantage, and does not 
become the private property of any class of owners of public 
bonds. 

It may be answered that the one method of capital acci^i^a- 
tion is characteristically capitalist, and the other Socialist, 'ITiis is 
of course entirely true. Aa long as we continue to regard U ^ 
desirable that property shall belong as much as possible to indi¬ 
viduals and as little as po^ible to the community as a w^hoic w c 
shall no doubt continue to finance capitaJ development by the 
roundabout method of handir^g out meamefl suiEclent to buy the 
whole current product and then bribing the recipients to invest 
a part of these incomes instead of spending the whole on current 
consumption. But much of the plausibility of this process ^Tinishea 
as soon as U is admitted—as nearly everyone admits to-day—that 
savings under this system have no tendency to coincide with what 
is needed cither for full employment or for a reasonable plan of 
national economic development. 

The Prospects ef Cmmmption 

Let ns now come back lot a moment to the f^ures of consump* 
tion which were riled on p. 460. We there saw that in 1938 
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consumera spfnt m alt on private oonsumption about ^^4,079 
nviltions. Of thU at least three-quarters went on goodv induing 
house-room, and less than a quarter on services, though, as we 
have seen, nearly half the occupied population was engaged in 
rendering services and not in making goods, 'fhis difference is of 
course accounted for by the &ct that the retail prices of the goods 
consumers buy include, besides indirect taxes, the costs of trans¬ 
port and distribution and bnanec. Despite tlte half-and-half 
division of the national man-pow'cr between fnoduction and 
services, products represent over three-quarters of the national 
income in its final consumable form, and services less than a 
quarter. As real Incomes rise, this latter fraction \^| tend to 
increase. The moiR; we can keep down the costs of such services as 
gpodi-transport and distribution, the better, provided that the 
jobs are efficiently done; for these services are merely means of 
getting the goods into the consumers' hands. It does not, however, 
at all fallow that we ought W wish to reduce the proportion of 
resduTCcs devoted to those services which moke a direct contribu¬ 
tion to satislaction or welfare. Naturally, in these too wc wont to 
get the largest possible return for tadi unit of real cost, and it is 
no better to spend n-asU/ulty on «liication or health or entertaitt- 
ment chan on transport or distrifaution. But whereas distributioR 
is not a good in it* own ^ht, but only a means to a good, educa- 
rion, hc^th and entertainment are goods in their own right, and 
it is a sign of rising standards and advancing culture to spend a 
larger proportion of the national income upon them. 

Food Jiiiidt and iiit Impart Pnbltm 

In a previous booki I have quoted certain estimates of the 
amounts ^ which it would have been necessary to increase the 
consumption of essential foodstuRs in Great Britain in order to 
bring the whole population up to the standards of nutrition 
actually enjoyed by the -well-to-do. The analysis there given was 
based on Sir John Orr’s division of the people, from the stand¬ 
point of nutrition, mtn six income groups; and the figures were 
designed to show what would be involved In tmsing all the lower 
groups to the standard of a higher group. I repeat the main 
figures here, ingecher with the data showing how average ptr 
cafnta consumption of the foodstuib altered over the twenty vcais 
before the analysis was made. But for one long-run and one short- 
mn factor—our difRcidty in fmding the means of miying for 
additional imports and the temporary world diortagc of food 
• m OrnAtm 9 / Bdssfii, by G. D. H. snd Oolr. 1937. 
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vupplJa—there i&hould be no impracticability In mking these 
esthnatca a target ta aim at os soon as the immediate pcat-vfar 
dislocations have been ovarconie. 
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Of these requirementa, only the first need raise any difiiculty 
about imports- for clearly w? can, if vic so decide* piodutt tltc 
rest at hotuc^ though rtot without a considerable importation of 
feeding-stuffs* On fresh fruit imported from abroad we spent^ on 
the average of the years !9^6-*8j nearly millions* and a 
doubling of this hilh plus whatever must be allowed for higher 
prices, %vonld ohvioi^y be a serious matter. We may have to do 
with leas imported fruit tlian wc sliould Eke* and to consume 
more home-grown fruit instead J but in no other regpect need we 
be held back by the fear ornot being able to for impcrts from 
achieving a satkEictory all-round standard of nutrition for the 
entire British people. On imported feeding-stuBs we spent, on the 
average of the same ycars^ nearly £30 millioiH; but wartime 
experience shows that we need not increase this of our bill 
for imports by nearly the w'hoie of the larger quantities w^c shall 
need. We can produce at home more fcedmg-stuffr* as well as 
more food* if w^c will only continue to take the trouble: the 
question ia one of relative co^ and our poEcy will have to be 
determined in accordance with the position of the post-war- 
baiiuice of payments. But Avhedier we import most of our feeding- 
stu® or produce more of them at home* there is nothing to 
prevent us on this score from aiming at a ihorouglily good 
standard of nutrition for our entire people. 
tThe btktnc-juxfdiKcd lupply of »iullt rw by mj per cenn hrmtea 19^14 

fflcreug wiiuld be partly ofbEi by talU jji ihe ooiuumptioct of 
tondenjed milk ftnd nuimruit. The fop Lncumc group only half 

u much -utd 1e^ tjKntii bdlf mm tnuu^ condeiHed DHtllc, per bcMd, oj 

the m% of difi pdpvJjLtuD. 
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Poti^ 

Hiere is no need, on grounds of nutriuont for us to aim at a 
larger coiuumption of cereals or potatoes thiui we had before the 
war. Few ofour people went scrioualy short of these; and increased 
conAumption by those who did go short will be balanced by 
reduced consumption on the part of diose who are enabled to 
substitute other and more varied foods. Accordingly, in the case 
of ocrcalSj the question is simply one of deciding how much to 
produce at home and henv much to import^ out of a total quantity 
that is unlikely to alter greatly as the standards of ljvii>g cbangCi 
diough it VptII ofi:;qui^ lend to decrease as populadon falls. As we 
were spending before the war nearly £58 nutlioru a year on 
imported cereals, sh-OTtage of the means of paying for imports 
may elcarly be a good reason for expanding home production, if 
this can be done at reasonable cost and without undue disturb¬ 
ance lo our exports to tlie areas from which our supplies ofcercsils 
have been mainly drawn^ We must, however, take care not to do 
unnecessary damage lo the farmers of Canada and Australia, who 
depend very greatly on the British market. Similar considerations 
apply lo the home production of butter and cheese; hut in these 
cases the need for a large increase in total supplies makes it easier 
for us Co expand home production wiUiout depriving our previous 
suppliers of their markets^ 

To these and to many other quesdons of food production policy 
there can be at this stage no decisive answer. What Great Britain 
will have to do depends on factors which are sUlI unsettled and to 
some extent beyond our controL The more exports we are ablf: to 
sell, the more imported food we shall be able to buy; and the 
mom we buy the better will opportuni Elea be, utileta other 

countries deliberately dose their markets and atm at greater sdf- 
sufficicncy, or unless the prices which we charge arc too high for 
other countries lo be willing to pay them. We cannot lay down for 
ourselves a long-term policy of food production until know 
both the degree of success achieved by our Own measures of 
industrial improvement in enabling us to supply our exports on 
more favourable tcims and the degree of openness of foreign 
markets and the pace at which industrialisation in the more back^ 
ward areas is likdy to create an expanding demand for British 
engineering products. 

Fortunately, it is not necessary for us lo commit ouiselva at 
th^ st^e to a cle^ly defined long-term programme of agri- 
cultu^ production. For aoiae time to come, world of 

both food and transport will compel us to keep in being tnuch of 
our wartime policy of agi'lcultuiai expansion dcdgncd to meet a 
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larger proportion of hajtc nectii out of home-produced supplies. 
Well before tim need is at an end it should be a good deal easier 
than it can be now to settle what lines we had best pursue. 

C^nsuni^^ Dtnuind far Imhi^irial Ff^Uils 

It is obviously out of the qucstioti to set up for ourselves definite 
targets of consumeis^ needs for most indu^nal products. In the 
ease of foodstuflsj the independent standards laid do^vn by experts 
in nutrition provide tis w'itii a dehnite aim; but dierc arc no 
parallel standards for other types of goods, lliuj^ we can say tliat 
most people really need more or better clothes than they were 
able to afford before the war; but wt cannot usefully translate this 
assertion into an stimate of the number of pairs of boots^ suits, 
sliirts, aldrts and blouses that people ought to have in order to be 
adequately clothed. This, howci.'er, does not mean that we can 
say nothing, or that we ought simply to w^ajt and see how' many of 
of these things^ and of other Imids of consumers' goods, are 
actually demanded at the prioH at which tliesc t.'arious goods arc 
offered for sale. This is q^uite the wrong attitude; for evidently the 
numbers demanded of me various kinds of goo^ will depend on 
the prices and on the quality and attractiwness of the goods on 
offer. It is of the greatest possible iMportancc to offer f^ple a 
large variety of useful consumers" gctods of good quiaiity and 
attractive appearance at the lowest possible prices; and this w^ 
caimot hope to do unless wc deliberately plan to gel these goods 
produced in the most econontical svay. Well-to-do people ofteti 
speak as if we ought to wish to away as speedily as possible 
from all kinds of *iitiliiy^ production, such as wc have introduced 
under war conditions in order to economic man-power and 
materials. It is true enough that we ought lo end as soon as 
possible those forms of frmlt: production wiiich arc based on using 
relatively unsuitable materials, or on skimping the quantities 
used, because of wartime scarcities. But we ought to do everything 
wc can to preserve those economics whicli really cheapen produc- 
tioD by increasing the scale of manufacture or specialbing par- 
dcular factories to a narrower range of products. It is simply 
untrue that standandlsatinn of this sort need result in any narrow'* 
ing of the conaufflcra' range of choioc. The ^tidious consumer, 
who is prepared to pay a high price for a special article, can be 
unaffected by it; for no one %vanti to slop production Umt will 
gradly his fancy if he i$ prepared to pay for its satisfaction . For the 
vast majerity of consumers, in respect of the vast majority of their 
purchases, this issue simply does not arise. They want a good, 
scrv'iccable article as cheaply as it tan be supplied; and a cboice 

4B7 



bctw«n a dozen carefully convdered varjedcs b quite as effective 
a choice for them as one between several hundred varieties which 
arc produced, not because the^ cater Ibr different tasl«9, hut 
because several hundred independent firms happen to have hit on 
somewhat difrcicnt designs. Tndeed, in many respects, even apart 
from prite, the consumers can be served better when the number 
of varieties is reduced; for slandaidisadon tnahes p otsi hlf easy 
replacement of broken or wom-oul parts or picco. In addition, U 
of course facilitates the production in most cases of an article of 
better quality at any given price, 

Tke Caie fsT Utility (kids 

We must not allotv those who argue against standardbatton and 
the production of‘utility' goods to get away with the contention 
that they arc the true upholdcxt of the conjumers' freedom. It b 
JM part of the consumers’ freedom to discover, when he wishes to 
replace a few broken tea-cups out of a set, that the design b 
unobtamablc, or, when a part breaks in hb gramophone^ hb 
vacuum cleaner, that replacements for that model are no longer 
being made. Yet until we do take to producing ‘utility* go^ in 
suiEciciit, but not more than sufficient variety, thb freedom 
will be continually the coosumera’ fete. 

One great reason why both producing and trading frims are apt 
to dislike ‘u^'ty’ goods is, of course, that, the more staodaidised 
production is, the mere easily can profiteering be kept in check. 
Standardisation Indudcs the laying down of standard sale prices, 
of which the State can secure the observance: wbcieas it b 
impracticable to prevent overcharging, or to keep any effective 
eheck on the costs of prod uction, as long as an trmnense variety of 
entirely unstandardised products b being made. I am not for a 
moment suggesting that standardisation b appropriate in every 
field; for tliere are fields of production in which individuality 
counts for a great deal, or in which goods can be produced as 
economically, if not more so, on a small scale as in large highly 
mechanised establishments, What I do say b that, untU mewl 
p^le are a great deal richer than they are tcnlay, their interests 
will be best served by the ‘uttUty’ principle in relation to a very 
wide iMge of products of everyday use^-eapeckUy if tbe accept¬ 
ance of thu pnncipLe wdudes effective price-control at both the 
manufacturing and the distributive stages. 

'Hie obvious Adds for a wide devdopment of utility production 
mdude huw-fittings and furniture and fiirnishing stufls; house¬ 
hold utensils, crockery, glass, cutlery: electric fittings, wireless 
Sets, gramophones, refrigerators, vacuum cleaners: boots and 
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fthocA, fiocki and stodki^gSp and other kmiMTArj overeoatej suits^ 
watiiiqiroof^^ spoftswtar; tnuiksp bags and brief-cases; books. 
WoolviWth and Marks and Spencerp in their several ficldSp have 
done something to ihow how great are the economies that can be 
achieved by large-scale pr^uctiqn animated by intelligetit 
design: the ^Penguins' have given a dcnionstradoD of the same 
principle m the case of books and, in doing so* have bmughl Into 
existence a new book^bnying public. We must aim in future at 
applying these lessons very much more widely and at destroying 
every monopoly, based on patent rights or on trade associations, 
that stands in the way of this development* And we must sec to it 
that war factoiica winch are capable of being turned over to the 
economic^] mass-production of consumers' supplies are used for 
this purpose and arc not dmnaaticd left they compete v-ith 
'private enterprise* or bought tip cheap and put out of acriou or 
diverted to other uses by me monopolistj themselves* 

Pradtictmt Betuxm thi 

The extent of our MEure over the inter-war period to make use 
of our means of producing a larger volume of wealth is truly 
astonishing. Some allowance must be made for the dislDcatLon of 
industry during the first World War; but it is generally agn^ that 
hy t g24 the pre-war level of production had been reg^ed and 
the disastrous effects of bad finandal and economic poUciradiiri^ 
the period immediately after the war had to some extent worn off 
19S14, in effect, is generally regarded by sEadaticians as the first 
'normal* post-war year. Lei us take 1924. as our starting point and 
compare what actually happened to ftie British economy with 
what might have happened if our affairs had been better 
arranged. 

The five years from 19^4 to 1929 were commonly regarded at 
the time as bad years for the British economic systtnu They 
included Mr. Churehill's unfortunate letum to the gold standard 
at an exchange level whieh overvalued the pound in terms of gold 
and dollars and thus imposed serious handicaps on British export 
trade. They were years of what seemed high unemployment undl 
our ideas in this respect were altered by the unprecedented 
severity of the world slump. No one was saQsIkd at the tune with 
the rate of economic progress, which left a substantial part of our 
Industrial capacity unu5^. Vet hov^'^ much better off should we 
have been in -19391 and how much better prepared to face the 
demands of If even the unsatkfactory rate of advance 

achieved during iht&t years had been subsequently kept up. 

Over the five jears from 1924 to 1929 the general index of 
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Bridsh indiJStriaJ production Locrcascd by prr CcuL despite an 
actuid iall in the Ecxttle industries and tn coaJ-mimng^ which both 
suiTered Erom the handicaps imposed on exports the over¬ 
valuation of the pound. Many of our leading industries showed a 
much larger advance, as the accompanying Table shows. The 
progr»s was rapid in the cases of oiotor-can, then at last being 
produced lit this country to some extent by standardised metbods^ 
of rayouj of electricity, and of the non-ferrous metals^ 'Hiere was 
also a rapid development in general engmccring^ foUerwing upon 
the sevent contraction of the period immediately after the war. 
Production of cbcmieaLs advanced more slowly^ but well above 
the average of all industries. 
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Actual md Posnble Pr^ihcthn 

Let tH see what would have Imppenrd if these five years of 
moderate proOTCsa—much 1 «b rapid than was wdl within the 
technical possIbiUtics of the case—had been followed, not by the 
greatest slump in the history of capitalism^ hut by a maintenance 
up to the present of the same modest rale of advance. In the first 
p[a^ the general index of industriai production, which stood in 
1936 at 120:, would have stood at 137 and would have risen by 
1944 to 157—in other wordsi there would have been an advance 
of 57 per cent, in total industrial production over a poind of 
twenty ycars^ despite the fact that the estimate allows lor a COn* 
tjnuance of the troubles which beset the export trades bcuv^ccn 
1924 and 19519+ Secondly^ the output of iron and steel manu- 
fkctures» which had increased between 1934 and 1938 by only 
1 7 per cent.^ would have increased by 44 per cent., and that of the 
engineering and shipbiiilding industxiEs hy 71 per cent instead of 
50 per cent. Output of chemical goods would have risen by 50 per 
cent, instead of 15 per cent., and, to take a group of industries 
which were declining bet^veen i9a4 and 1939, the output of 
textile goods would ^vc f^kn by only 3 per cent, instead of 
t^I per cent- As a^nst this, the output of non^Jibrous metals 
actually rose (aster betw^cen 1929 and 1938 than during the earlier 
period^ and so did that of the food, ^Ink and tobacco trades; 
while the output of hooi& and leather, which had been falling 
between 1924 and igag. mereased in the 'thirties though not 
rapidly- The produedon of gas and edectiicity also ro« rapidly in 
the ^thirties, largely owing to the operation of the "grid" and to a 
conriderabk deroopment of the industrial uses of gas; and in 
this Case the rate of advance was about the same before and 
after 1929. 

The general picture presented by these figures is one of Lament¬ 
able slowing down of devdopmeat in the iron and steel, engineer¬ 
ing, and chemical industries, and of an accentuated fall in textile 
production. The existence tluroughout of a latgc pool of unem¬ 
ployed Labour makes it clear that there were no technical obstacles 
in the way of a continuance of development over Industry as a 
whole as rapid as that which was actually achieved between 1924 
and 1929. Indeed, this is an obvious understatement; for the 
general advance made m those years was sloived down by the con¬ 
ditions hampering exports as well as by the check to wage- 
movements wtueh ensued on the defeat of the General Strike of 
1926. This latter factor was responsible for the slow advance in 
the food trades and in oUiet i^ustrics producing for die eon- 
turners* market, and both (actors of course lowered the average 
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rate of advance over industry an a whole. Technically^ production 
could have incicaflcd between 1929 and 1938* not mci^y as fast as 
it had been inoeadng up to 1929, but a great deal faster. The 
obstacle was not to be disw vened In any shortage of man-power or 
of technical ability to dcpand, but In the Bnanchil and political 
factors reftricting production. Technically spcakjng;p we could at 
least have added at any time 10 per cent, to total industrial output 
by calling unemployed rcsounocs into uscp^and then haw mcreased 
production as fakt on the basU of this larger adiievcmeiit as it had 
actually been increasing up to 

On this baaSj the general index of industrial producllon would 
have shown tlie foUowing resultSi a^uming that production had 
been raised by 10 per cent, in 1929: 

im im tm jam 

100 laj 138 IM * 7 ^ 

In Other W'ords, we could have raised total industrial production 
by over 50 per cent., instead of ag per Cent.^ between 
];g38p Ewn this ia, 1 am sure, still a great nndErstatement; for it 
allows for no greater technical progress than vv-as actually being 
achieved between 1924 and 19^9* Nor of coune does the estimate 
for 1944 malte any allowance for war conditions, 

Prcditciwn FiU Short 

It iSi indeed, too plain to need any elaborate demonstration 
that, during the ten years before the present war, we were guilty 
of a gross rnj yiji^ qf our productive resources. This was due partly 
to the rehiKil of Governments to accept any responsibUjty for 
maintaining the level of enapJoyment. But it was aw due m part 
to tlie defeatist spirit wbicn diaractcriscd the Bodsh c^pitalUt 
system daring this period, and to the toleration—^nay, in timny 
cases, the positive encouragement—given to restrictK'c combina¬ 
tions, which made it their object not to expand production in 
accordance with the technical possibilities, but to malntam prices 
at the cost of imposli^g artificial scarcity. Tliew monopolists, who 
established their empire over an ever-increasing pan of the pro¬ 
ductive system, no doubt told ihemsclvci, as well as the world, 
that they were only reguiating output within the limits wt by the 
market; but in fact they learnt during the years of depression the 
art of making profits in bad times by diaigj^ much for few goods^ 
and, when the worst of the slump w^as over, it suited them better to 
go on with thb policy than to risk the uncertaimiea of trying to cut 
costs by expanding the scale of productioUj and so reach a wider 
market. They did not pr^ucc less than the markec was ready to 
absorb, at the prices they charged: they did produce much less 
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than would have been bought at pnco remuuerativir to the sellers 
if all possible cHbrts had been made to cut out unncfocaa^ charged 
ami to lower the costs of prcHluction and distribudou^ Great 
Britain tsiia honeycombed with combines and trade aasociadoni 
regulating output, Victory prices, and idling margiiu at every 
stage of the economic process; and the inevitable rault that 
the consumcm found goexis scarce and dear. 

This ivDiild have been much more obvious than it was in fact 
had there not been^ after an extraordinarily sharp fall in the 
prices of the imported nmtcrialj of which DritSsh ruanulacturci are 
Lv^y made. This fall concealed the extent to which prices were 
being held up by monopolies and by inefficiency m the subsequent 
stages of productioUf and served as an ^ibi for high-cosi producers 
who were unwilling to have their meffidcncies exposed. A low 
level of demand was the necessary outcome, even though the ^l 
in the coat of imported food released some purthasing power for 
consumers to spend on other goods or SErvioes* 

We have thus a picture in Great Britain between the wars of 
waste, inefficiency, and deliberate restriction of output over a 
wide range of industries^ and of rapid progress in far too few to 
redress the balance. We have, moreover, tiie spectacle of Govem- 
ments encouraging these tendendes by the grant of monopoly 
powen in some cases—e.g. coal—and in others by the encourage¬ 
ment of restrictive combination—e.g. shipbuilding, cotton^ We 
have an entire refund to take any action to curb the power of 
mDoopolistic pricesrings and trade associations, howev'er extor* 
tionate their policies, and a bknd acquiescence in the worsening 
of Great Britain's position in world markets and in the prevalence 
of unemployment generally and the decay of the distressed areas 
in particular. During the war. Luckily, the problems of production 
were mainly tackled in a difTcreDt spirit, or we should have gone 
down to inevitable defeat. The question that laces lu now is 
%^hich of the two spirits is to be uppermost in the handling of 
afker-war issues. 
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CUAPTEK IV 


FOREIGN TRADE AND THE BALANCE 
OF PAYMENTS 

In THE DOCUMENT WHICH Wiu subnuttcd tn tJit Americana 
in connection with the negotladDns for a Joan to Great Britain^ it 
wtia estimated that *'thc Incrcaac in the volume of exports over the 
prowar level which will be nco&isarv to pay for the pre-war 
volume of imports, after ailawmg Ibr tne decline in other source 
of OLternal eamingB, is of the order of 50 per oeal.” This catimate* 
it was stated^ m^e no allowance for the need to supply an 
increased population or for any improvement in the stannard of 
living or in the volume of employment^ such as to call for a larger 
volume of imports. Nor did it include any provtslott for repayment 
of w^ardme overseas debts^ or for the maintenance of armies of 
occupation abroad. The document just quoted reached the con¬ 
clusion that after allowance for other factors, such as these, the 
need might be for “a volume of exports nearer 75 per cent, than 
50 per cent, in excess of the pre-war level.” 

Tht SrUish Balame ^ Faym^ts ih£ War 

Let tis try to see on what these estimates^ which have inspired 
the ‘export drive" that was started as soon os the hghting ended^ 
were based, and^ as far as we can, what are the prospects of 
meeting the need. 

In 1938 the British balance of payments was made up approxi¬ 
mately as follows; 

The BPimni fiAum or Favuesi*^ 193B 
{£miSioiu) 

Impmti 

Net impofti ofgoodi (grmi im¬ 
ports im K-txpi3fFij^ . . 85S 

Net Government exjxndituie 

Dvci^ai , , . » ig. 


871 


Exporti of Bcitkh gnodi (a- 

ro-c^fU) . , 470 

Net dilpplsg meooiic . « too 

Nek income fhim ovencai in- 
ratmenta + . . ^ gOd 

Olbcr net receipt (Giuuidal 
esrniog^ tcuratip etc.) 

805 

Ddkit . . .66 
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Thus* in the year before the outbreak of war, Great Bntaiu'i 
exports fell short ofpay^ for imports by jfsSS flaillioni, and evco 
iftAcr allowing for shipping camiiigi by toilljon*. Most of this 

deficit was met out of the £acxi niiilions paid ai divideodj and 
interest on ovcrseiis investments belongii^ to British diizenSp and 
a small part out of other overseas earnings, such as tbtjse of our 
finance houses and insurance comparncs and the small surplus of 
lecdpls fixim tourists. The total of £22^ is ntl^ after allowance for 
dividend* and interest on British capital owned by foreigners, and 
for other Items on the debit dde^ But even after using up all these 
earnings we were still £6G millions short of the sum needed to pay 
for imports and to meet the small account for net British Govern- 
ment Spending overacai—^mainly in the colonial empire^ Thii 
deficit had to be met cither by e]ipo]tmg gold &om our itockj or 
by repatriating capital previously invcsti^ abroad^ or by allowing 
foreigners to run up sterling credits in London, A considerable 
part of It was actually met by receiving back instaimentj due on 
loan* made to India and to other countiies, and not reinvesting 
these sums oversea*. 

In 1938 the posidon was a little affeoted by facial imports 
brought in for the purpose of increasing our stocks of food and 
niaterials in view of the poasibility of w ar. But this was done only 
on a very small scale. Oxi the avetage of the three pre-war years 
193&-8 there was an annual deficit of over £^o mLUions ou the 
current balance of paymenia; and most of this £120 nuUions was 
met by the rq^atriauon of capital &om abroad. 


Tffi EfTtMArsD Averacb BiuTsir SAUufcz e# PAVloiai, 
(£ mitfiiaiiu) 


Net ImporU of goods . . 

Nd Goveroment paymenu 

q\'CTKiU . ^ . y 


Net Bntoh exporU . ^ 477 

Net oepoEt of ulm p « 1 

Net iblppb^ mr mrHP . . [03 

Net niE^oiqe frofo finnocc eihI 
ianamn e e f . . ^ 37 

Net income (rooi ovemi in- 
vcsEzoeiiii .... 10^ 

Net incaiBc o thtr 9 dirtef T 


^ 830 

DeTidt .... 43 


With total overseas investments valued at up^rards of ^^4+000 
milhans, there was nothing immediately alarming about a deficit 
of this sbe, taken by itself Great Britain could have gone on for 
ten years at thb rale, and would have used up over the whole 
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period only about a tenth of its existing overseas investments. 
Still, the position was not satisfitetory—the moir so because both 
anv increase in standards of living and die adoption of a policy of 
full employment were bound to call Tor considerable addition^ 
imports, without njcoessarily increasuig the sales of Briusb gpods 
abroad. Even as matters stood before the war, British exports 
were doing not at all well in world markets, and there was a 
strong for t aVing action to increase their volume. 

How the Posidon has Chaititd fuut ipj9 

The war has radically altered the entire situadan. By June, 
IQ4«1, we bad sold £t,i 18 millions of our overseas capital holdings. 
Our gold and dollar naervea had shrunk from ,£864 millions m 
iqaB to jC 453 mUlions; and much of t^ reduced total was m 
effect held on trust for empire countries which shared m the 
‘dollar pool.’ We had incurred j£2,795 mUlions of Liddiaonal 
sterling debts, over and above the £760 millions already owmg in 
toaS, mainly to countries which held their currency rese^ 
largely in sterling. Out* income from overseas investments had 
fen^Ti to less than jftoo millions, not allowing for the interest on 
these sterling debts. Our total merchant fleet, including vessels on 
war service, had fallen from aa million deadweight tons to le« 
than [6 millions, as a result of war losses only in part offtet by 
new building. U looked as if the accumulated sterling debts, if 
they had to Ee met in full, would about wifje off the viUue of »e 
remaining overseas investmeitis, and as if shipping earning after 
making allowance for prics-changes, would for some tinie be con¬ 
siderably belpw the pre-war level in purchasing power over 
imports. Accordingly, if Great Britain wiere to n^e both ends 
mcer. most of the cast of post-war imports would have to be met 
out of the proceeds of export trade. As ihu de^ly could not be 
done at once, even if it could be done at all, it bad to be con¬ 
templated that frirther debts would be incurred Jme, 1 ^ 5 - 
It was for the purpose of meeting these further defiats that a loan 
from the United States and also a further loart from Clanada Ytm 
sought; and of course the acceptance of these loans means that 
stm mere exports will be needed in future in order to pay 
them back, 

BfiHsh Importi 

Great Britain’s pre-war imports consisted for the most port not 
of manufactiued goods but of foodstuffii and mw materials; and of 
the manufactured goods imported a high proportion consists 
of scmi-manulactums for fUrther working up m tha coirntn^m 
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£ome cases with a to export—or orswcLalbed machinery not 

mode In Great Britain. On the avcra|;eoi the yean *936-81 nearly 
j^403 millions out of the total ne t [tnports of mUliom con¬ 
sisted of foodsttiflSp drink and tobacco^ nearly ^£^^37 millions of 
raw materials^ and only milllpns of manu6*€tur^ and 

scmi-manufactitred goo^. These foodsruds and materials^ and 
also most of the manalkctures^ were needed in order to nistaln 
the British standard of life^ and by 1946^ more of them were 
needed, because the population had Increased. Any policy of 
improved nutrition w.'ouJd be bound to call Jbr some additiorLal 
imporls; and so would any nsc in real wages or soda] insurance 
bcncEu^ or any increase in real incomes due to fuller employment* 

The situation will no doubt be affected if we continue To grow a 
considerably larger proportion of our food supply at home. I set 
out In the Chart opposite the actual bill which w^e incurred 
on die average of the years 1936-8 for imported food, fodder^ 
drink tobacco. It ^1 be seen that much the largest single 
item was meat, with grain nnH Eouj a long way behind^ butter 
and cheese ecKting nearly as much as grain and dour, and feeding 
atullk coming next. Before the war Great Britain produced at 
home about oiie-fUlh of its supply of wiieat and bet^veen 40 and 
45 per cent, of its suppli« of meat of various kinds. But this latter 
proportion was maintaiDcd only with the aid of large imports of 
fodder^ which also wntributed to the home production of milk. 
Of our liquid mEk* butter and cheese, taken together, we pro¬ 
duced roughly one-thitid, of our sugar about one-qtiarEcr. Only in 
potatoes did we approach self-sufficiency. 

During the w-ar ycarx the position vvas of course quite Abnormal^ 
In norm^ times, import policy is settled mainly by considerations 
of cost, including cost of transport, on the assumption that there 
wid be plenty of shipping availabJe to carry whatever goods are 
wanted hnm overseas. Under war conditiotis^ however* the supply 
of vessels was alwaj^ short, and grew shorter as German sinJungs 
reduced the size of the avilable merchant flccL It was therefore 
indis^Dsablc to adopt policies which would make the smallest 
practicable call on shipping space. This meant both culting down 
bulky cargoes and substStutmg, wherever posmblCjn shorter for 
longer voyages in Older to get more work out of each vessel- 
Grain and fodder arc both bulkyj and accordingly more wheat 
had to be grown at home, almost regardless of cost, and maize had 
to be almost dispensed with as a fec&ng-stuff^ whereas home crops 
of fodder—rcKit crops—had to be increased. The increase of giain^ 
growing meant, in a country in which tlicre was little uncultivated 
land to be brought into usc^ a decline in the acreage of pasture 
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laiul; wid as it was regarded as vital to maintain and indeed to 
mcreaae the supply of milk, this made unavtndable a fall in the 
home production of meat. 


Imports and Frodueticn ^ 

The broad story of British food production and food imports 
under w-ar condition* is told in the Table above. It icon the whole a 
story of remarkably successful adaptation in Jace of a serious 
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shortage orman-porw’cr an the Isxd. But it a^xd bound to 
bc^ gro»ly tmecanpoiicaJ^ in the sense that it involved growit^ at 
home things that could have been procured much more cheaply 
from abroad if there had been ships to tarry them^ and buying 
from abroad expensive but less bulky gocxhi that could have been 
produced tnoreeconomicaJJy at home^ e-g. with the aid of imported 
f^dcT. The Coiacquence ivaa that mcreosingly heavy food sub- 
^ics had to be granted in order to give the larmcTs adequate 
incentives and rewards without raisng the cost of livings Such a 
policy wm fuUy ju^fiable in time of war* and rOTains justifiable 
as long as the w orld shortage of basic foodstuBs condnuea; but it 
b obviously not the right policy for the long*run future of British 
agriculture. An attempt indeed made to modify it in. 1945^ as 
soon as the war ended. It was not then appreciated that the world 
would have to face a serious post-war shortage of base food 
supplies; when that was tardily recognised, the wartime policy' of 
high cereal production had to be hurriedly reinstated^, much to 
the annoyance of formers, ^vho had Iotu repLamiing their output 
on the assumption of a return to conditions more like those of the 
pre-war years. 

The oontiniiing food shortage has rendered it impracticable to 
lay down any long-term plans for British agriculture. It ia, how* 
ever^ clear that it wiU be uneconoime in the Iot^ run to maintain 
the high wartime levels of cereal production, and that it will be 
necessary to concentrate more on developing an increased nutput 
of the more expensive fixidstuffs. MLLfc was already before the war 
the most valuable item in British form onipnt; and there is 
ohvioLuly still room, tn the inicncats of good nutrition, for a lii^e 
Ihrthcr expansion in the sales of liquid milk* Meat production, 
mcltiding that of bacon, will dearly need to be brought up to and 
a long way beyond the pre-war levels; and there is ne^ for a 
great expansion in the output of fresh vegetables and of poultry 
farm products. These inertases arc requlnM in order to improve 
the g^cml standards of nutrition^ and to maintain with greater 
variety of diet the improved distribution of food that was secured 
during the war. They wiU accordingly not lead to any substandoi 
foil in the demand for food imports; and it w'ould be most unwise 
to budget for any less to be spent on these than before the war— 
i^ccdj it B necessary to budget for enough to allow for the full 
rise in the prices that ^vill have CO be paid. 

BriHsh Warfimi Cmsuntpibn 

The story of British conjumption in wartime is told in the Table 
on page 507, except that the total figures give no indication of the 
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better dktrihudon brought about hy rationing and by less uneven 
divmon of TipcndabLc inmnne. The figuro make elcar ihr large 
incneascfl that arc needed, as soon as the supplies ean be made 
available, in meat, frultp sugar^ butter^ tea^ and a number of other 
focxls, most of which will have lo be imported, either because ihcy 
cannot be grown here or because coiuJdcrnbly more wiH be 
needed than there is any prospect of supplying from home sources 
at a reawnablc cost, 

Bridsh Raw Maieriai Imports 

If the British bill for imported roodatufls cannot easUy be 
decreased, still less can the blU for Imported materiah. Great 
Britain depends ou importation for all its cotton^ silk^ hemp. Jute, 
tobacco^ nibberj tea, copper, and many other cssentuU non- 
ferrous metals; for nearly tts timber^ i^’ood-pulp, oil and ila^t; 
for most of its hides and Leather, wooh paper, and lead^ and for a 
large proportion of its iron ore* Coal Is the only raw material of 
the fiAt importance for industry of which resources are adequate; 
and It is being found dtffieulc to produce enough coal lo meet the 
needs of the home market—let alone to restore wporte to a aatis- 
factory IcveL Such timber resources as there were have been ruth- 
Icsaly denuded under stress of war, and there can be no recovery 
for more than a generation, even if the most active policy of re¬ 
afforestation is pursued. We have used up^ in more than a ccnltiry 
of intense industrial activity, a high proportioo of our natural 
resources; and even if great progress is made in the development 
of substitute inateriais, Great Britain will need lo import most of 
the raw ingredients of which these materials will be made. 

On the average of the yean 1936-8, net imports of raw 
materials into Great Britain cost about £237 millions^ not indud- 
ing £19 miHiDris for tobacco. Of this total, tcsdle matm^ coat 
£06 millions, timber and wood-pulp for paper nearly £64 
millions, ra’^v metals £30 millions, seeds and nuts another 
£30 millions, rubber nearly £9 miiUonSp and hides and skins £8i 
milhons. To these totals must be added a considerable sum for 
scmi-znanuE^cturcs which cannot t^ily be prtxiuccd at home [and 
could in aoy ca^ be produced only from additional imported 
materials). A high proportion of the total imports of manu* 
fact ures, which averaged £221 mUlionsp consisted of such gwds; 
for tmperts ofEtiished manufactures had been cut down dnwtio* 
ally by the British tariff of 193:1. 

Exports from Great Britain are made up largely of imported 
materials. Indeed, the import oanicnt of British exports is said to 
average about 30 per cent, of the raluc when they arc made* 
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Bhituii Food 1934-46 
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Higher exports involve higher Imports of materials; and fidl 
•JiUploymcnt involves both mon: materials to tvork upon and a 
larger cnnsiimcrs’ demand for imported ^oods. It also, in the 
short run at any rate, calls for considerable imports of machinery. 
The total bill for materials and machinery is twund, under post¬ 
war conditions, to be very substantially l^er than it wsu b^ore 
tile war. 

* Dried * Mcmthly avemges. * (339- 
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Tht Ejpart Drhfi 

Tlic ability of Great Britain to procure these imports wiU 
dq^end, as soon as the American loan has been used up, almoat 
wholly on the proceeds of British export trade and on the carruo^ 
of British shipping. For a period after the cessation of hDStilitic!^^ 
the world shortage of supplies was such that it was easy to sell 
^[most ajiything tliat Brit^ industries could provide for foreign 
customers; and the intensive export drive, which w'as pushed to 
the length of leaving British consiimets with much less a^^ailable 
than they wanted to buy, pushed up British overseas sales by the 
middle of 1946 to a volume approxicnatcly equal to that of 1938— 
and of course to a subatandally greater value. This recovery ^vas 
due almost entirely to high exerts of machinery and of vehidra, 
to which the wartime structure of industry made it easiest to 
switch o wr. Exports of cotton goods, as well os of coal, temained 
an Unmensc way below the pre-war level, which wa^ itself 
Hoarded at the time as profcundly unsath^tory; and there 
seemed to be no prospect of either of these vital exports getting 
back to its old position. It wa$ evident both that the possibility of 
the large increase in total exports that was imperatively needed 
would depend mainly on the height of w^orld drinand for capital 
goods, and that the sales of these ^oods ^vould speedily come to 
depend much more than they did just after the w ar both on the 
prices chpgcd and on the readiness, of the supplying country to 
give credit. 

This was bound to hold good, abm e all, if the conditions of the 
world market w ere to be those of unlimi ted capitalist competition, 
as the Aincrit^m wished them to be. The s^^tem of complete 
multilateral trading, for which the Americans stand, rests on the 
awumpdon in the absence of all rcttrictivc conditions, except 

the tmiBT, tied loans, and compulsory carriage of exports in 
American ships—-whkh they eonveniendy ignore whm they for¬ 
mulate their doctrines and press them on the rest ofthc wrodd—each 
country will be able to achiev'e a balance of payments by selMng 
as much as it buys* and will be able to buy as much as it has any 
right to expect. Under this system, or mther lack of system^ there 
is no need for the trade of any one country, or group of countries, 
with any other country or group to balance, or for the gap to be 
filled by loam from the one to the other. Incqualitici will be 
adjusted by sates to, and purchases ftom, third parties^ sd that 
country A wUl be able to pay for its excess of uuporis from 
COTO^ B by sdhng more than k buys in its trade with ^un try C, 
which in turn will export to country B more Elian it imports there* 
from. If any country tends in the aggregate to import more than 
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it has means of pa\ing for^ the biiiaoce will be redresicd hy 
interna] deflation, which will at one and the same time reduce 
ita demands for imports and bring down the pdee* of its goods, 
and wUJ thus increase its exports by more than enough tao>fl^t the 
faii in the value of each unit sold. It it assiuncdi in the American 
doctrine^ that the relative vaJtirs of the various countries* 
eunendcs will be futed^ w that exports cannot be stimulated 
by crumney depredation—which is regarded as unJair, This 
leavcf internal deflation as the only means of setting abotic re* 
dressing an nnfkvourable balance of payments; but of course 
such deflation is apt to lead to unemployment and is carirely 
inconsistent with the fuE employment policy which the Ameri¬ 
cans, equally vdih Great Britain^ have pledged themselves to 
maintain. 

Profiting by their extremely powerful bargaining position and 
by the difficulties in which other countries are pbced, the 
Americans have done everything in their power to compel the 
rest of the world to adopt both mulltlatcra) trading and currency 
stabilisation as cardinal prindples of economic policy. Under the 
Brcltoa Woods Plan, to which Great Britain was fomd to adh^e 
as a Condition of die American Joao^ the relative values of the 
national currendcs are to be fixedi not t^uite unaltemhfy^ but so 
as to make variation difficult except within a narrow range. Each 
country is left free to fix the gold value of ita national curreucy on 
entering the scheme; and, thereafter each country is empowered 
to vary this value up to a total variation of 10 pir cent Beyond 
this pointj no variation Is to be alJoived except with the conseut of 
the managing board of the International Monetary Fund estab¬ 
lished to control the working of the plan; and 'variations even with 
the consent of the board are nommlJy to be limited to a further 
to per cent.j though under special conditions larger variations 
can be allow^. The point is that, beyond the initi^ lo per cent, 
elasticity, each country entering the Brelton Woods Plan torleits 
its power to fix the v^ue of its cuirency to suit its own intemaJ 
and external trading situation. 

The Brettnn Woods Plan is also designed to eliminate national 
control of the supply of foreign exchange, except in the ease of 
capital transactiDns. Om way open to a country which finds itself 
feced with an adverse balance of payments is to control or ration 
the supply of foreign exchange, in swh a way as to restrict the 
total amount of ftrteign money that its nationals can claim in 
exchange for their and also, if necessary, to supply sonic 
kinds of foreign money more rea^y than others, thus to 
direct trade tuwmds the countries fiom which pmtdiases can be 
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most easly made and paid for> The Bretton Woodi Plan excludes, 
afler a transitional period, all sudi ftirms orexchange control, and 
makes cadi membej' coun try Uablc to supply, for current (though 
not for capital} transactions, any amount of any foreign currency 
that holders of its own currency tnay demand of it. 'J*he Pbn U 
meant, by providing an International Fund on which countries 
Can draw, to make this possible; but it docs so otily to the limited 
extent of the credits to whidi the member countries become 
entitled. If these credits are exhausted, the scheme provides no 
means, except internal deflation or permitted currency devalua¬ 
tion, of dealing with the problem. 

Tliere is, indeed, a further provision whereby, if a particular 
currency becomes 'scarce' in relation to the demand for it, the 
directon of the International Fund can authorise the member 
countries to reimpOK exchange controls on the supply of the 
scarce curreocy. This clearly refers to American doUare, which 
will inevitably become BCarec unless the United States either 
steadily lends abroad enough to offset its surplus of exports over 
import^ or, by reducing its tariflr, docs away with this surplus by 
accepting a much h^cr influx of foreign goods. 

Under the Financial Agreement attached to the .■Vmerican loan, 
Great Britain has not mendy had to accept the Bret ton Woods 
Plan, hut has also promued to remove all exch^ge controls over 
current transactions within a year of the loan taking effect, instead 
of the five years allowed for under the Bretton Woods Plan. Great 
Britain has also promised, in this connection, to wind up the 
‘dollar pool' which was used during the war to ration the scarce 
supply of dollars among the countnes of the British Empire. 

Over and above all this. Great Britain was pledged by the 
Mutual Aid Agreement made during the war, to abolish trading 
■discriminadons/ which are interpreted in America as including 
all ernpire pr^crenccs, in return for a general promise that the 
American tariff would be reduced. 

These various conditions will be discussed at greater length in 
subsequent chapters. * They are summarised hriefly hcie, because 
they are directly relevant to the problem, which now conftonts 
Great Bntam, of raising exports to a sufficient level to pay for 
necessa^ im^ports, as weU as gradually to pay off the sterliiw 
debts that have been incurred during the war as well m 
the loans more recently made by the United States and by 
Canada. ' 

The quffiion is whether Great Britain can reasonably hope to 
sell enough exports in the world market to meet these obligadoni, 

^ See pp, gggJT, 


uiilcsi h k Id be sillDwtiblc! to some cxicct eiLher to nmbe piirchajcfl 
of Uoporti conditional on the scllcre agreeing to receive payment 
in Bntlah or to otablish bulk-purcha^ing Import Boards 

and stateHrontToUed Export Boards which will be in a poddon to 
plan British saJes and purchaais in such a way as to aidueve the 
same cfTccl. If the Trade Proposals put forward by the Americana 
in t9+5“6, and assented to nndcr dtiress by the British Government 
as a condition of the Amciican loan, did become operative* such 
methods of balancing imports and exports would be ruled out*®' 
though it is not easy to sec how some of the extraordinary pro¬ 
posals ineiuded in the American document could in piactioe be 
enforced. 

If Great Britain Is tied doiivn in all these ways, the expansion of 
British exports will depend on three main factors—the general 
icvcl of worJd prosperity and demand for imports, the relative 
prices of British exports and thoac of competing countries, and 
the relative ability of Great Britain and of other suppliers to grant 
long-term credits Of thex three factors^ the first depe nds on con¬ 
siderations of world ccoDOtnic policy which w^ill be under dis¬ 
cussion in many of the later chaptci^ of this book, llic second 
depends on the cflidcncy of Britisb production in relation to 
British wage and interest kvets* and also on the eliminadon of all 
unnecessf^ selling costs, Tliesc factors too are considered in oUier 
chapters. TTic ability to grant long-term credits^ howcvcr, depends 
on the actual achievemem of an export surplus; for it is only out 
of such a surplus that the credits esm come. I n this respect Great 
Britain, in view of the heavy weight of existing sterling debts and 
of the iurtlicr obljgacions of the Amencoii loan* will evidently be 
at a grave disadvantage to the United States, T^e Americans are 
in a position to grant unlimited credits, and to use these credits as 
a means of pusliiig their own exports id any extent they please; 
and there is a serious danger that they may try to meet a domestic 
slump largely by this methods This constitutes one of the most 
fornudable difficulties in the way of securely balancing the Biidsb 
international accounts; for even if success is met with tu building 
up a large export trade during the period of acute post-war 
shortage* this achievement may pro^T: to be very precarioiis in 
face of a determined HAmcricAn attempt to export the unemploy^ 
mem due to a dom^tic slump. 

All in all, the problem confronting British economic statesman¬ 
ship La very serious, and there is dearly no hope of dealing with it 
successfully except on a basis of highly efficient production* 
especially of capital goods. That is vrfiy thorough rcoigamialion 

1 Pot ■ fuller dimMioa of thif ijutiiidii, iK Put V, Cbaptcr XI. 
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of the great export indiutria i$ ifidi^iepiahlc> not as a matter of 
Socialiit economic tfaeoryj but for the ihccr sundval of the British 
economy under the conations which are the outcome partly of 
techiuaiLl evolution and partly of the severe losses sustained in the 
second World WarJ 


t The note which u to be fouikd oa pwi ^7-^ v^Tlnrc| jificr the irrievi 
fiiel tmd weather oiu ef ihe eartv tuonuii 01 Abould be read in oon- 

jwKtioD with thn diapKTi and uic reader U iidvi^ te tufn to it at thii 
point* 



CliApT^tti V 


CHILDREN AND ADOLESCENTS 


in UAKiNO PLANS FOR THE recoostmction of oin" country 
after the war we hav^e to make up our uunds what the general 
nature of our social s^'stem in to be. This raises at once the great 
issue of Socialism vnsus CaplEalism; but 1 want to Jea^'e aside in 
this chapter all direct consideration of the merits and demerits of 
these two altemati^'r ways of anaxiging our economic afikirs, and 
to deal only with the sociaip as distinct hom the econotnlCp aspects 
of the choice which we arc called upon to make. In this form^ the 
question which wc ha^ to consider takes shape as one, not of the 
organisation of industry or tJie control of employment or invest- 
meni or the prices charged by producers for goods and serviccsi 
but rather of the social relations bet^'oeu persons and groups and 
classes and of the conditions under which the various sections of 
the people grow up* live* die* marry and cope with the various 
hazards and msccuiitlo of existence in the complex society of our 
drac. My mnsidcration of these vast questions is bound to be very 
brief: those wbo want to know more about the methods of hand¬ 
ling them before the and about the results of these methodi* 
will find fuller information in a book publbbed in 1937* under the 
ti tle of The Coruiitwn of Britain^ 

infemi MofMity md ChitdFm*s Athufanexs 

First, then^ out of e^ery thousand children bom in England and 
Wales ^tween 50 and fo have died before die end of the first year, 
and in Scotland nearly 70 have died within the same brief span of 
life. More bo)^ than girls have died in in^cy—which maiiily 
accounts for the excess of women In the grown-up population. 
The English rates of infant mortality in recent times have not 
been high in relation to those of moat other countries, but that 
they can be impttrved on further is shown dearly by tlie sub¬ 
stantially lower rates in Holland, Norway and Sweden, Switzer¬ 
land, Australia and New Zealand. Infant mortality has been 

1 by G. D. ft ^ Mirgaret Cole. The given 

m ihii hock arc pow, of count, teq ytmtt behind the cimci^ but lliu mokes liuJe 
pitnrtical difFcncace, ui dtere ats on many uihgecti few taler GguTn nxilAbk^p 
and the tjcperieacr oT tbe wtr >*eart h ahiiDTmkt in mtay reipeclsu 
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falling fairly fast j and in vieivof low birth rates it is very important 
to achieve further progreat. The position was until qui te recently 
very much worse in rtspwt of maternal mortality—the death of 
’women in or in oontiection with childbirth. Up to the middle 
’thirties there liad been no tendency for nmemal mortality rates 
to lalJ: they were actually higher in 1931-5 iban twenty years 
earlier (57 as agaiivst 50 per 1,000). Then at last they began to 
fall sharply—to as little as 3 -5 in England and Wales in 19+s. 

What are the remedies.? The fundamental remedies are twofold; 
better medical care and attention before and aften- childbirfb, 
including greatly improved provisions for iniaut welfare, and 
improved economic circumstances for the IkmUjes into which 
children are bom. Women shouid not need, or be allowed, to go 
to work for a period of weeks before and after childbirth; houscn- 
wives should receive home assistance oiver a similar period as a 
regular public service; generous maternity benefits should bo 
paid, in addition to children's allowanocs on a tlioroughly 
adequate scale: there should be fr«, safe milk for nurti ng 
mothers and for children: tnatemity and inJant weUaie services 
should be provided everywhere, and not left to the caprice of 
partjcular localities: every possible step should be t^en to 
educate parents better in the knowledge of svhat is necessary for 
the care of yuimg children: steps should be taken to prevent4fgc 
families liom being crowded into inadequate homes for want of 
means to pay for better accommodation. Naturally, the largest 
numbers of children are in the poorest families; for under a w^ 
system which takes no account of family responsibilities l^t 
household! incvitahly tend to be poor when the children are 
young. Children’s allowances have at last been introduced under 
an Act passed in June, 19+5, just before the General Election 
which brought die Labour Party into power, and wdl do some¬ 
thing towards remedying the situation; but nothing is payable 
under the j^t for the first chUd, and even for subsequent children 
ofat present in force is altogether too low. 
Sir William [now* Lord) Beveridge, in Ws famous Report, pro- 
p^d fir, a w^ for each chdd after the first, on the amotions 
of a cost of Uvmg 35 per cent, aboi^ that of rojq and of the 
romwdem of a further u. being given in kind. In Set, the cost of 
bvmg 11 likely to remain considerably higher than I,ord Beveridge 
awutii^. ntc lowest acceptable scale for children's allmvaneo, 
ead^ve of allowances in fond, should be tor. a w^ck for each 
if no payment is to be made for the first chdd in 
a l^y. Tlic formre GovTrnmctit tried to defend its much lower 
scale by stating its mienuon to increase allowances in kind* but 
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th* full development of the required jervieef viill at best take 
time, and whatever may be done In this reapcct will pot remove 
the need for a good^ banc aUow'aiice lo be spent on maintaining 
die chUd at home. 

The C^e of Tou^g Chitdna 

Consider now ^vhat happens lo the children who escape death 
in iniaDCy. Normal schooling does not begin until the age of $. 
Many mothers go out to work# and need to make provision for 
the care of their children while they arc awvay; and it ts likely that 
morCi rather than fewer^ mothers will need to do this in the poat- 
w-ar period, not only bemuse they will wish to do so far personal 
reaions, but also because the naden will need their Labotir-powcr, 
There m a few' nursery schools subsidised by Local Education 
Auihorides# and young children are admitted tP infants" classes tn 
elementary schools; but provision has Intherta been made for only 
a tiny Jmctlon of the children under school age» During the war, 
the necessity of getting more married women td work fuU-rlme m 
the Jaetdries compelled the Stale td arrange lot the setting up of 
places in the bigger qentrea where mothers could leaw their 
^ildien to be cared for during the day. Thb form of prdvwion, 
instead of bettig done away with as soon as hostilities endeth ou^ht 
to has*e been put on a permanent basis# w-ith much better premises 
and more adeqmtc staffing than were practicable under war con- 
dltions; and mere otight to be# in dose connection with this 
service—unless, indeed, tlie two services arc w'hoUy amalgamated 
—a greatly increased supply of rmrscry schools, wlikh It ii nenv, 
under the Education Act of 1944, a part of the obligadon of ev ery 
Local Education Authority to provide for all who want them. 

When 1 say nursery schoob, I mean real nursery^ schools, and 
not mere nursery dasscs in tn&nt schools under the primary code; 
even if they are called nursery schools under the new Act. I mean# 
as sron as they can be provided, properly equipped open-air 
nursery schools# stalTed by teachers and soi^ workers prop^ly 
trained for such work, and capable of dealing with the child^i 
needs over a much wider field than that of education. The nursery 
school scHi'ice should of course include meals and milk—free or at 
a nominal charge, k U indisperuable to fill the gap in child 
wcUare ihat so oAcn involves malnutrition And of proper 
care for health of children under the scliooL age, as well aa to 
ptuvide, for children who are at school, meals and milk during 
holidays as wtU as on schoolnlays—and to provide these services 
with their own sta^ng arrangements# so as not lo impose 
impossible burdens on the teachers, Tlie beat allocadon ofdutks 

5V5 


la ifcsptct of dti^d wei&Tc beuvccti liic educational service and 
the proposed new all 4 n service of health remains to be settled. 
A great deal will depend on the progress made in establishing 
Hc^th CentrcSi and on the shape given to such Centres—for 
example^ ofi the degree to which it is dedded to treat the family 
as a unit for the provision of health wrviora, or to specialise the 
provision for cliildren in separate Institutions. There are at ptesent 
many difTerent notions of what a Local Health Centre ought to be, 
and to comprisej and thii chapter b not the right place for dis¬ 
cussion of the various alternatives. All that f need imiat on here 
is that there should be no gaps in the provision either for school 
children or for chUdien who are not yet attending school in smy 
formal sense. 

The Twff /fatkni at Sc/mi 

We come now to the time when the child goes to scbopl; and 
this is obviously the point at which we have to consider the 
problem of the ‘two nations.' For we have m Crejat Britain two 
qmic separate ^hoot s>'atems, not wholly without communicating 
bridges, but with no common direction or unity of purpose. On 
the one side stands tjie state system of education, looked after by 
the Local Educadoo Authorities and paid for partly fiom rate* 
and partly from national tajtes; and on the other adc stand the 
privately mvned schools, some run for profit and some under 
gpeda] mists or charters, and ranging from the ‘public' 

schools and the preparatory schools closely connected with them 
to all manner of‘modern* schools, ‘crank’ schools, and very old- 
fashioned and ineflkiem schools mn for profit largely on the basis 
of ‘snob’ value. The first of these civo forms of ^u^tional pro¬ 
vision is, of course, vastly the larger. The great majority of 
children go from first to last to schoob conducted wjtl^ the 
state system. The ‘public’ schools, even in the widest seiwe of the 
term, and the ‘prepaiatoiy schools togetlier embrace only a tiny 
frMtion of the age-group for which they tatcr: the other private 
schools are also on quite a imall scale. But the ‘public’ schools— 
so rallrf because, though private, they are conducted not for 
pront but under some sort of trust or charter—carry a high 
pratige and arc pre-eminently the schools of the rich and of the 
higher professional classes. Some of them are boarding schools, 
but they include also a number of the most important d^ schools. 
SoiM of thenn M very expensive;, some much less so, but 
all have been hitherto beyond the means of the \'afit maiority of 
workuig-dass parents, even if there had not been Ui moat 
instances other obstacles in the way of working-class anendaaoe, 
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tnciudf girls^ schools ^ ^vdl as boys' schools^ and a few arc 
co-eduptional; but in England} as disdiKt fixun ScoUand, oo- 
^ucatiDiial Gckools arc still coTninofily regarded as belonging 
rather to the group of ^modern^ or *crank’ schoob than to the 
highly rcspcccablc ^public^ schooli group. 

Hent we have the ^two nationa* dcckivdy set apart at the stage 
of childhood. And yet they are not set whoDy apart. Indud^ 
with the ^public' Khools have been a number ^rhJeh have been 
gr^t-aldcd by the State—the "direct grant^ scboob—a category 
which remains in being under the new system^ though there will 
be changes in its composidon. On the fringe of the state system 
have been a n umber of other schools which ha\T been aided by 
the Local Education AuthorideSj but have presm^ed their inde- 
pei^encc—the "aidoi schools^—and yet otheri} once independent p 
which have been financed by die L.E.As. and have surrendered 
most of their independence—the 'maintained' schools—to be 
ca^ed in future ^controlled scHindary schools/ From these "main¬ 
tained' schools it has been hut a short step to the state secondary 
st^oob builti provided and governed by the L.E.As. under die 
higher education pmvers first conferred on them by Parbament in 
igo^j and greatly extended by the "Fkher' Act of 191ft. These In 
turn have not been sharply marked oQf from the ^central^ schoob 
or from some of the senior schex^b provided by LX As* under the 
old elementary education code or financed under that code 
w^here they have been "provided* by ontdde bodies, such as 
the Church of England or the Roman Catholic Church. Beyond 
thc« again we come to the general run of elcmentap^ schoob^ 
which have been variously divided into junior and senior depart^ 
menUj all-^ge departments^ and so on^ with many local differ^ 
tnccs. The junior secdotis of thb system now become "primary/ 
and the senior 'secondary' schoob—for all school wucadon 
beyond the age of 11 is now to called 'secondary/ And parallel 
with the general state system has run the system of technics] 
education} diverging from the main stream usually at the age of 
thirteen} but somedmes carlieTi and ninning from the junior 
Ecchmeal school on to the Tedinical CoUr^, at which the grai 
bulk of the Students haw attended only part-dme. TTicae junior 
technical schoob also will now rank as part of the secondary 
system* 

The old nomenclatures and classifications were confusing 
enough; but to enhance the di^ulty we art at present in process^ 
under the Education Act of 1944, of recasting much of the system 
and of adding further pieces on to it—a process involvingi as wc 
have just seeU} much reclasdfrcation and many changes of name. 
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nic best way of sorting out the compLexity Mtctu to be that of 
presenting the old and new structures by visunJ representation, 
though there are bound to be gaps left cither where the variations 
arc too many or where the structure of the new sy'dtem has not 
yet been fully decided upon. 


Tht Educalion^ System—'Prtstnt and Futari 

Here, tlien, on pp. 520 and 511, arc two pictures of the British 
educational s)’stetn—one as it before the war and the other as 

it is planned to be when the Act of 1944 has been brought fully 
into force. That, by the way, cannot be for a Jong time yet, what¬ 
ever the policy of the Government in power; for there arc real 
^fifieulties in pro\'iding quickly either the teachers or the build¬ 
ings needed for its w'orkiiig as a comple te system. These dUhculties 
are, of course, being used by those who to obstruct devclmj- 
ment or to preserve threatened 'anob’ values as an owuse for 
dela^ beyond those which are unavoidable; but it is vain to blink 
the fact that some delay cannot be helped, and that it is necessary 
to give priority to some parts of the scheme over others. For 
cx^ple, it is unavoidably neccHary to postpone for a rime the 
raising of the normal school-leaving age to 16; but it would have 
been inexcusable to allow any beyoud the briefest delay Ui rmsing 
It to 15. A very high priority ought to be given to the establish¬ 
ment of the I jew range or*scamdary sdioob for all/ starting at 
ri or I a and running up beyond 15, and to the building and 
^uipmenc of the County Colleges for part-time continued educa¬ 
tion up to iB. Hardly less urgent is the reorganisation of the 
primary schools for children up to r r, including the great exten¬ 
sion needed in Nursery Schools and the rebuilding ofa good many 
schools so as to provide accommodation for smaller as 

well as to improve amenities and remedy sanitary defects. TJiete 
is also urgent need for a greater provision of special schools, not 
only for mentally defective children, but for many who suffer from 
physical disabilities calling for special treatment. At the higher 
end of the scale, the airangemcnts for the training of teachers 
need to be inimcnscly improved, including the replacement of 
two-ycH^ by three-year courses and the brealring down of the 
praent isoL-Uion of most of the Training Colleges from the rest of 
the higher educational system. We ought to m-jwo training boys 
and girls of 18 or rg spccificaliy as teachers In separate institutioiis 
whi^ segregate them Irom those entering other professions, 'ITie 
Tnuntng Colleges should be converted or merged into People’s 
Universities, catering not only for teachers but also for cntrania to 
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all kinds of social smicc work, to Eht \qcsx] and noiional govern¬ 
ment utrLices^ and Co the welfare and perwiincl sides of business. 
The Technical College should be similarly cjtpatidcd to cater for 
more fulUttme students and for more work in "arts' subjects^ and 
should also be merged into People*? Umversilics. ITiis new type 
of University^ which ought to exist m every conEidcnible town, 
could be created hy f^eraUng together the locd Tcdmical 
College^ the local Training College or Colicgcs^ the local Art 
Schoob any local insdtutioiis concerned with the higher ranges of 
Adult ^ucationp and perhaps other bodies. 

English education will fall a long way short of what is needed, 
even when all the changes provid^ for in the Act of 1944 have 
been carried into effect. The division bch^'een Uie "tw'o nations* 
will remnini for there is nothing in the Act to sceme the absorp¬ 
tion of the independent ^public'^ schools or the private schools into 
the stale or to prfrv'ent the richer classes fi^om sending their 

children to private and preparatory schools instead of state 
schools for the earlicT stages of their cducatJonH^ Truc^, under the 
new Act, all schoob catering for children beyond 5 years of age 
arc in due course to be subject to Inspection and rc^tradon, in 
order to ensure their conformity to certain cducadonal standards^ 
but this reformj while It will strike at the most inefheient types of 
private schools catering for the lower middle cla?3cs^ will have no 
effcci on the private and preparatory sdiools which cater for the 
upper and upper middle classes and prepare children for the 
‘public* schools. Schools of these latter types, like the ^public* 
schoob themselves, are as a rule tolerably elficierit according to 
their lights. W'hat is WTong with them m the main is not in- 
efficiency but their character, '^rhcrc b a great deal to be 
said for the view^ that the State primary schoob xdll never be 
made good, in respect of buildings, equipment, and adequacy of 
staffing^ Until they become 'oommoii* schoob attended by the 
cliildrcn of the wciUtonJci as well os of the poor, 

Seconda^ Education fir AU 

At the sctiigr stage, it b a great advance that the State has at 
last Committed itself to the principle of free s^^ndar)' educadon 
for all; but it has still to be seen what this will be allnv^'ed to mean 
in practice. There has been muclt colt about 'parity of esteem* for 
all types of secondary school; but it will not be easy to secure this. 

^ Ttim niJiy, hcnvcver, t» jo™ teadcaty towiuxli OAxmiiaiion on iJk iWc 
the tKu^cf*—Tor wiih imiibmi icscoiMLary kbIca cf lalary the security und 
the pcztMEm righti uiulcr the state ■ydtrm wall «llnu:t Ifito 

typci of school. 
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li wUi indeed be tmpo^Ie as long qj childien nonnaJly leave 
the ^modern* school ai 15^ i^vhcrcaj Aey rejnam at the ‘gramnmr' 
AcJiool {the new no me for the old type ofsetrandary school) until 
at least i&. Nor 15 it yet at aU dear where the tcchtiicaL high 
schools are to fit into the new structure^ or what scope will in 
practice be allowed for ^muJtilateral' schools cmroUing pupils for 
all branches ofstcondorv educatiorL It will not be easy to prevent 
the ‘modem* schools from being regarded as dumping grounds 
for those who are not intellectudly good enough to be accepted 
by a "graminar* school, or from b«ng creamed of many of their 
better pupils by the technical schools if the latter main tain an 
Miering age of 13 whereas children normally pass into tlic 
‘modem* school or the 'grammar^ school (or its preparatory 
department) at 11 or at most 12. 

Nor do wc yci know what is to be done about the methodi of 
selection fordifrerent types of secondary school. Hitherto, in most 
cases, a poor man’s dilld has depended for its chance of secondary 
(^ grammar) school education on its showing in an c:camiirLat ion 
taken at the age of 1 Ih It liaa been agreed that this extraordinarily 
unlhir System ought to go; but no one yet knms'S what is to take 
its place. Clearly there ought to be either a ^neml adoption of 
the multilateral system, which would be difficult in the near 
future because of the large amount of new building which it 
w'ould involve, and is mdlkely for many other reasons, or the 
greatest freedom of interchange between grammar school, modem 
s^ooh and technical Khool at ariy between 11 imd i5^or 16 
when that becomea the upper limit for compulsory fkll-time 
schooling. Clearly, alsOp ‘modem' schools ought 10 be equipped 
nnd staiTcd at standards equal to those of ^grammar* schools, or 
there will be no rwiatjng the tendency to treat the ‘modem* school 
^ little more than a ^senior' school for the less able children— 
hardly dHTcrcnt from the supposedly abolished senior ckmeatary 
schooL This tendency needs to be fought all the more strenuoufily 
tnxausc at the outset many of the ‘modem’ schools ^vOl necessarily 
take over the buildings and teaching staffs of the existing elemen* 
tory schools for senior pupils, and it will need prodigious cObrts to 
convert them into seconctiry schools even nearly equal in presdge 
and scandard to the ‘grammar’ scbocils or even to the technical 
^oob, which are rclam'ely few^ but, owing to their close connec¬ 
tions w*ith the Technical GollegeSp usually Mrly wcH equipped k 

Cvnn^jf Coikgts and Tschmd Odltges 

-Mother still unsolved problem is that of the re Lations tvhich will 
esist between the Technical Colleges and the new^ County Colleges 
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to which schftol-leavr-n arc id go for part-time educdtion up 
lo tS. Evidently, the County College ought to be mainl)* ceutret 
for continued education on non-vocational lines, design^ above 
all et^ to hi buys and girls for tntcUJgent dtUienshLp and for the 
good management of their private lives. But there is ample 
evidence that many adolescents will get most out of a cultural 
education thatj instead of being divorced from vocational sub- 
JectSt ^ oldsely integrated with them. It would almost certaiuly be 
a grave error to ^end to the County Cdll^ca for non-voicatioim] 
education those who are receiving technical education in wch^ 
meal schoob or Colleges, instead of maJdng the technical school 
or College a centre of cultural education as well—as^ indeed^ all 
the better Technical Collegia art rapidly coming to be. And it 
would be equally an error to make the County Coileg» to 
^cultural" as to exclude from them, or relegate to a minor place^ 
the teaching of the skilled use of hand and eye, or to prevent them 
from expressing in their work the essential intimation, of iriilttire 
and practice. Many adolescents who are not training for a par¬ 
ticular skilled occupation will learn better by doing and learning 
than by merely learning without practice. There should be a 
broad highroad from the Couniy College to the Tcchrucal Col¬ 
lege, and from part-time work in either the County College or the 
Technical College back to higher full-time education. 


7^ Schoob 

Turn next to the problem of the "public" schools^—a phrase 
which no one has ever b«n able pactly to define. They range 
from sudi andent foundations as WinchcstcTj Eioti^ and St. PauT^, 
through the nineteenth*ccntury creations designed for the grow¬ 
ing wdl-tonio middle class, to a select number of local grammar 
schools of high repute. The phrase docs not include the secondafy 
tchoob set up by Local Education AuiborJties smee ig 05 ; nor Ls 
it usually taken to include the great majority of the grammar 
schoob, which are nqw ibr the most part largely aided—mid sotue 
wholly maintained—out of public funds. The essential diarac- 
tcristics of a 'public^ schoob as the phrase ts ordinarily meant, are 
that it is run nei^er by a Ixical Authority aor for private profit, 
but under some sort of charter, deedj or trust, and that it retains 
a subjuantial number of pupita up cq University age and actually 
sends a substantial numW on to a University. SometiraM, people 
speak as if ^pubUc’^ schools were also essentially boarding schooh^ 
and nearly at] the well-known boarding schools do belong to this 
class. But such ereaf dav schools as St. Paui\ Westminster, and 



Manchcltcr Gr^umiar School arc also dearly "public" schools in 
the accepted sense of the term. 

The ^public" schools difTcr very v^idely m cost and in social 
cotnposidonH. The more expeosive dfa%^' almost wholly on the 
children of the rich and of the higher professional classes—the 
latter being largely helped by scholarships. The lesser boarding 
schools and the day schools have a -wider social rangCf the former 
tneiuding in normal times many boys and girls whose parents are 
absent abroad. There are few-er boarding schools for girls than for 
boys. 'Public" school education normally begins at 13: but many 
of the schools* tncLuding most ^Is" school s, have preparatory 
departments, and for hoys there is a spedal group of preparatory 
schools definitely aligned 10 the 'public^ schools. 

Many 'public* schoob already retseive aid from pubUe funds— 
some directly from the State ('direct grant" school) and others 
through the Local Education Authorities. Others ha^-e received 
no grants^ but have voluntarily accepted inspection by the State, 
and have been "'^certified efficient"^ by the inspectors. Yet others 
have remained entirely outside the state system; and there is no 
logical line of division between the four groups. Schtx>b which 
receive public money usually prefer “direct grants/ if they can 
get thcm» because such grants both give greater mdepeodence of 
the Local Authority and confer greaier prestige- but it is partly 
a historical accident to which category a particular school 
belongs^ 

In tJie main, the Act of 1344 leaves tlib pcetiliar system^ or 
absence of system, where it was, with the one great exception that 
for the future no school in receipt of aid from public funds ^vill be 
allowed to charge tuidou (as disdnet from boaiding) fees. 
Secondary education is to be free to all who want it; and ihii 
involves the abolition of fees in the aided schools^ which form an 
essendal part of the provision of 'grammar" school places. There 
is, however, no absorption of the aided schools—much less of 
those which do not receive grants—into the state system* The 
aided and coutrolied secondary schools, and the "direct grant* 
sehooLi too, where they receive aid from the L^cal Authorida 
also, will have to agree to reserve certain numbers of places— seUI 
to be settled case by case—for boys and girls coming from the 
state primary schoob; but they will be free to select the of 
their entry from other sources. Thus, the separate 5)^cm of 
private preparatory schools will be able to go on /or dtoae who 
can afford them; and boarding fera, which will remain, will still 
keep out of tile more expenaiv'e "public* schools all children of 
poor parents Avho are not given scholarships adequate tn cover 
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die high costs of boarding and living in a school designed for 
the w3l-to-do. 

Thi Wrens of Dialing with ^ ^Puhlk' Sdmls 
Many plans have been laid lately for opening the doors of the 
"public* fafMirdjng schools to diDdren from peer familjefl. But most 
of these plans appear to envisage only a small entry of children 
who can be readily assimikted to the existing habits of the 
schools, rather than such an entry as would compel a chatige of 
habits. Such a * reform far from dcmocraddiig the ‘public* 
boarding zschools, woidd merely promote a small number of 
worlcing-ckss children into the ranks of the middle class. Lip- 
service is paid to the idea that every diild ought to be able to gel 
the kind of education that suits it best, irrespective of the parenu’ 
means; but, if this were roally meant, the admission of a lew boy^ 
and girls from poor Cunilics to the ‘public" schools would be no 
AVTiy of going awut the job. The most ardent upholders of the 
‘public" school system aie usually endiufiiastic advocates of board¬ 
ing schooU; and, if bciarding schcola possess the virtues claimed 
for them, it foUowi that, on the principle of tJit equal chance for 
all, provision of boarding places b needed not up to 5 or i o or 
15 per cent, of the accommodation available in existing schoob, 
but up to many limes the total aocommodationH The only way of 
providing this would bt for Local Authorities, just as they have 
created cky secondary schoob on the model of the older grammar 
schools, to create boarding schoob on the model of the less 
expensive public boarding schooU of to^iay. There b power to 
do thb \xoucT the Act of 1944; but I have still to meet anyone who 
expects thb power to be lar^y usedL 

Bo<irding Srheel Edticatien 

Personallyi I believe the claims made on behalf of the boanding 
schoob to l>e grossly exaggerated. There b a stroi>g case for 
boarding schools for children whose parents are abroad, 
separated, d ead, or always quarrelling; for diildren from sparsely 
populated areas, which cannot support schoob of ihe sort they 
need near their homes; and for children who need special open- 
air or country conditions. ITicre would be a further case if we 
wanted to mass-produce little Nazi Jjahrers^ or impcHnL pro- 
consuls, or siandardbcd wearers of old sdtool ties. If, as I hope* 
we do not, there k cver>'lhing to be said, in the case of most 
children, for the home environment and the day-school for most 
of the time. 

Not, howe\^f, as I think, for all the time; for I diouid like to 
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sec moat young people given a chance oF a reasonable spell of 
bmrding during their school livcs^ as an estperienoe^ but not too 
Jong an experience^ of community-living. I should like eji^cry 
secondary day school, Including every "modem" or "techmcaJ* 
school, to have attached to it a schoolhouse in the country, where 
all pupils whose parents did not object would spend some terms 
during their adiool careers. Ill is is much more than the ^holiday 
camp,^ though such camping could be provided for in the gTOimds 
attached to the country schoolhouses; it is meant to include doing 
regular school work in the country for whole tcrnia on end* 
Evidently, the necessary buildings and equipment would take 
time to provide; but I look fot^vard to this desdny for a good 
many of the bigger country houses which are likely to be^me 
available for pubUc use. Such a plan would do much both 
towards breaking down the separation between town- and 
country-bred stat-^ of mlndt and towards giving on a democratic 
basis to all children what is reaiJy valuable in the methods of the 
"public^ boarding schools. 

HTff the Tam Jfadoni 

In the meantime, the Act of 1944 leaves the 'public^ ^ools in 
being as the breeding-ground for one of the *two nations/ Yet 
this point Can easily be pressed too for. There is to-day no sharp 
dividing line between tlte ’'public" schools and the aided grammar 
schools, or bctwwn the aided grammar schools and the cxistlnjg 
slate secondary schools in the old sense of the terni+ The line is 
very much sharper between all these On the one aide and the 
senior schools hitherto under the elementary code an the other; 
and the greatest danger is that, while nominally providing 
secondary education for allr we may in practice allow the old 
distinction to be carried over into the new syilem, as a sharp line 
betvwen the gramutar school and the modem school. 


UniMriititi, Teachers’ Training C^ges and People's (/idtitrstim 
In the nineteenth century the Universities were recruited 
almost exclusively r«)in the ‘public' schools, until with the rise of 
the newer Universities in the provincial towns and in Liondon, 
the local grarunaj schools began to send increasing numbers of 
their pupils on to an undergraduate stage.. To-day, new and old 
Universities alike draw largely both on grammar schoob and on 
state fiecondary schoob^ and both types of school also send con- 
sidcrabtc numbers of students to Teachers Training Colleges, 
University education, especially at the older Universitica, remains 
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^pcttsAvti but the number and value pi scbolanhipi have con¬ 
siderably increased^ and are to be mcreaseid further in accordance 
with the new pobey^ and. in paniculai for potential teachers* the 
costs are met largely from public funds^ The Uuiversitics depend 
mcreasingly on grants from the State and the LotiaJ Authoritio— 
indeed» they now derive the greater part of their revenues from 
public sources: the Training Alleges depend aimqft wholly upon 
such grants in one form or another. 

I have already argued that it is undesirable cither to compel 
young people to declare their inlention to became tcacheni at an 
age ^vhen they cannot know whether they will like teaching, nr 
make good teachers* nr to se^-egate potcndal teachers during 
their period of higher education and training from those who are 
intending to enter other vocations. Hitherto* for many students^ 
a declaration of the intention to become teachers has been the 
only w ay of opening the road to higher education; and the con- 
tinuimcc of this compuhiion is sometimes defended on die ground 
that it IS the only practicable way of getting as many teachers as 
the nation nceds^ It is clearly a very bad way; and I do not 
believe it IS the only way that is open. 

It would be in some attractive to propose that till students 
needing a higher education with a view to entering any pro- 
Fession, including teaching, should go to a. University and take 
a degree coura before cmbarldQg on any necessary period of 
specialised vocadonaJ training. This would avoid both premature 
speciaJisation or choice of career and segregation of those destined 
for pardcular vocations. Such a solution u, however* even if we 
leave aside for the moment the special complications affecting 
technical and art students, both impracticable and undesirable 
for the present. It would utterly swamp the Univ^tics* changing 
them out of all recognition: it would cysastrously lower their 
academic standards; and it would foil to give the main body of 
the new students what they w^t, because the UnUeirsities* as 
they arc tc^day, would neither understand nor be able to supply 
their needs. The Bclution_ must be sought, as I have alrSdy 
suggested, along different lines—by creating UiiivcTsjlies of a new 
kind. Tlicsc iodude the PeopJe^a Univeraitjes referred to earlier, 
to be brought into csdstencc by linking together in local federal 
^tuiions the Technical Colleges* Tcachera^ Training Colleges, 
Colleges of Art* and other suitable bodies* induding Colleges of 
Adidt Education where they cidst* as in Leicester and London, or 
are founded as a nault of the caniii^gn associated with the name 
of Sir Richard Livingstone for a widespread developmcni of resi¬ 
dential aduh education, 'fhese Pcople^a Universities* as i envisage 
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thoDj would he open to botli ruiUtime and part^4ime KtudentSp su 
meat of the csdstitig Uniwrutics already arOi They would have 
eoormon amiogcmcnts for aoc^L aedvitjes, sporty polidcal and 
cultural societies^ comxnon roouis, residential hostels^ and so on, 
0 \xr and above the separate armngements appropriate to the 
ni^ds of each type of Cotl^c include in them. In the end^ they 
might look to ranking as equal in status with the existing Uni- 
vei^ttiesp but with a different and more practical range of spectaU* 
aadond. For some time ahead, their minimum scandanis tvould have 
to be dcirnitely lower than tljc existing TJm\''er5itie3^ standards 
ought to bc^ if tmx. tha.Q they in some coses arc* 

In such a plaOj the Teachers’ Training Gollqgc would tend to 
disappear as a place of general higher education for potential 
teachers, though it might remain as a specialised institu¬ 

tion for tcadicrm needing particular traming^ Cig* for the teachii^ 
of young children. Apart from such cascs^ it would turn ioio a 
Scjcial College not associated with any single profession^ but 
suitable equally for preparing teachers^ civil servants^ local 
government workers^ social service workers, youth leaders, fietoiy 
welfere workers, and a host of other devidoping types of pro¬ 
fessionals needed under modem conditions of community living. 

Of course^ there would have to be very fiiil provision for coming 
and going between these new People’s Universities and Uni¬ 
versities of the existing type* Students whose ne^ would be 
better met by a course in a liaivcrsity of the latter kind should be 
abk to transfer easily; and students from an existing Umvcxdty 
able CO move to a People’s University for courses of 
training for social work, courses in applied technology, courses in 
art, courses in agrlcukure, and so on. For the present, I doubt 
whether People's Universities should confer degrees. Ic might be 
better at the outset fbr tiiem to grant diplomas and certificates, 
and for their students to be allowed to sit for degrees at the exist¬ 
ing Universities, or for a special degree course organised on a 
national sc^e^ and open to students from all the Universities 
concemed.^ But 1 see no reason why tiiey should not develop into 
degree-granting bodies, especially in subjects fatting wifhin their 
special fiddi. 

The Technical Colleges, with their close connections on the one 
hand with the technical spools and on the other with industry, 
would evidentiy hold a special place in the new People's Uni- 
versitics. To a considerable extent, they would need to retain 

^ Not, Af nt pracTtt, London UEdvenlTy, nctiiag « mi exinrs^ cxaminiEiff 
body, live pnipcHed ustkmflJ m^ccicy mi^fai to be fully refHocqtaEiw of Bjl 
typci of UqivEmty^-otw a weU m old. 
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ihcir srpamtcncss as teaching institutidni; but they would stand 
to gain grtatly from the wider associations into which the plan 
would enable them to enter. They would need, of coui^, special 
connections with the science departments and research institutes 
within the exisliiig Umversitiesj but they should by no means be 
prevented from developing their tnvn research activriLes in fundn- 
mental as well as in appU^ science* Research phouM^ indeed, be 
made an integral part of the work of the Pcopk^s Univci'sitKs as 
well ns of those of the existing types. In pai^lcular they should 
develop large research aciivities in the social as well as in the 
natural and applied sciences. Higher education cannot thrive 
where it is divorced from research: the mingling of the two 
invigorates teachers and pupils alike* 

Adult CotUges 

As an integral part of cvcr>' Pcople'^a University I envisage an 
Adult Education College^ for spaic-iime as well as for residential 
students, serving as an adult education cenire for the endre 
neighbourhood, and closely rdated to the bodies carrying on 
admt claEes—Workers’ Educational AssociadonT GMperativc 
Society, Naiional Council of Labour Gollcgc^^—if they agree to 
come in—and so on. Lectures in all the Cotlcgca of die People’s 
University should be open to students firom any CoUegiej and 
there should be a good deal of pooling of stafk for specialist 
leaching. Probably the buildingi of the wtrious Alleges would 
have to remain widely scattered—some of them in the country 
round about the cent^ toi%^—^but thcfe should be at any rate 
a central campuit iviih its Union ScKiety or Students' Union as 
w-cll as Its adminiatr-rithe olhees, halls for meetings, and where 
possible gnrdeni and open grounds. 

77 .f Cenknt Education 

So fart I may 5cem to have been dealing altogether too much in 
terms of imdtudons and administrath^ provisions* and too little 
in temu of the positive content of cditcation. In the last resort* 
what really interests us about education is not the adrninistTative 
machinery, but the education itsedf; but Uw^ are necessarily 
made* and public mont^^ spent, on the basis of adminbtratlve 
arrangements; and accordingly these become die themes of con¬ 
troversy* and the question of what we are trying to teach too 
often gets shoved right into the background. The question of 
secondary as against ekmentary education, for example, easily 
turns into an ^ument* not about the diaractcr of the education 
that is to be given, hut about the status* pay and condittons of the 
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teachers ^nd the type of authority that to control the admini- 
strative arrangements. It is easy tq see that this is wrongj hut not 
at all easy at present to escape from it^ for the two sets of isauca 
arc not wholly scpai^bk^ We cannat expeirct to get good teachers 
unless we pay them reasonably well* give them feir teaching con^ 
ditions, and accord them a satLsTactory prestige and a svide 
measure of persona] freedoEn in thdr private Uvea as well m in 
school. Teachcrt who fight for secondary status—^>r to pTescr\x 
Igrarnmar schooF status—arc fighting for all these things^ and it 
is not mainly their lault if they have to wage their battles mainly 
on the admmlstratjve front. 

Nevertheless, of course, what really matiers is the teaching—its 
quality and its purpast. 1 say both 'quality^ and ‘purpose^* 
because good or bad teaching is a mattef;. not only of doing a 
^iivji job Avcll or lH, but also of setting out to do a good or a bad 
job. We need good teachers^ in the sense of men and women of 
good abilities^ with a good understanding of the minds of children 
of the ages they will be set to teach; but wc need also a dear 
conception of what we expect from education, and of what w^e are 
setting these good teachers, when %ve can get them, to do^ 

Thu problem of educational purpckscj howe^'cri is one which, 
when wt aigue alniut the prmTsion which the State ought to 
make for the sehooling of its dtixent, we are usually most unwill¬ 
ing to ihee. Quite naturally so; for it is very much cadcr to get 
Parliament to vote more money for education than to get it to 
agree on what sort of education the money is to be spent. 
Catholics want one ihmgt ardent Churchmen another* ardent 
Nonconformists, atlielstS;^ agnostics all want diSerent things. 
Buxiness people tend to think of education with a different set of 
assoctatidns from professional people: scientists and dassici regard 
it differently: many people Just think that more education is a 
good* or a bad* thing, w ithout anid^idng at all what sort of educa¬ 
tion they are praising or crying dowii^ Some regard more 
education as a means of getting on m the wwld, cither by making 
morn money or by stepping up the ladder ol social preatige. Some 
think of it in terms ol a greater maitery of the world we have to 
Hve in* others of a better fumUhed cscajpc from that w orld. There 
ii no agreemcn t about the purpose of education cv'en among those 
W'ho unite in wanting more of it, and supported the Act of 1944 
^vhilc it was under debate^ 

Eduealiofi md Smal Purfmt 

It h impossible to settle the purpose of educattoii* or of any 
particular educational imtitution, curriculum, or plan, except in 
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rcLatkm to the lives v^hich the pupils or students are intended or 
expected to lead. To take the matter at its broadest| \%ie had io 
j 9^ to decide bettvccn tivo aitematives in InuRcdiatc cducationaJ 
icfonn: we could act by any possibility have both. Short as we 
were bound to be for some time to come both of good, or even 
passabtci teachers and of good, or even passable, buildings and of 
the fnea.D5 of dt?ctLn^ i^orCj vve hsci lo choof^ bctvvccii ^ving* 
children more schooling at the cost of spnsading thinner the 
supply of teachm and actotomodation and giving more cffidciU 
AchuoUng at the cost of giving less, Within this main choice 
had to m^c another—betivcen giving to the older children 
widdy djlfereot quaJiues of education, one for the abler in certain 
Apecinc directions and the other for the rest] and trying to givCj 
nearly as we could,^ the same quahty (though not of cotirse tlic 
same sort) to all normal children, irrespective of their several 
abditics On the whole, the Act of 1944 plumped for quantity 
rather than quality, m the expectation that quality could b« 
tuned up later, and, more equivocally, for equality rather than 
diffcrmtiation of quality at the secondary stage. Ii was decided to 
raise die schooUJeaving age to r and as soon as possible to i6, 
though this bound to mean both the employment ofinferior 
and a postponement of the very necessary reduction in 
the SMC of classes; and it was also decided to put all the schools 
catenng for the wTijor children (except those outdde the state 
sy^cm) into a coramon admuiiatrattve category, as secondary 
common rales for the teachers and at 
once hlted up many elementary teachers to higher leveb of 
income and prestige and comapondingly lowered the prestke, 
and la some cases the incomes, of teachers in the cxistintt lYpcs of 
secondary (.^grauunar) schools, ^ 

Were thae decisions right or wron^ I should say, right, despite 
the oh«ous diawbacks. For the alternative deemons would have 
entity luconsbtcnt with any sort of democratic pretensioiw. 
jybhc ppimon simply would not have stood for an Act which had 
nthcr left the sdhoobleaving age at 14, and had thus conarraed to 
deny the chance of higher education to the main body of the 
people, or had set out to provide iniprm¥d secondary education 
for a sm^ minority, whde openly fobbing off the majority of the 
semor children with an inferior article. We may kn^ full well 
that m prwtite it will not be pouiblc for a long time to come to 
secure either pant>' of esteem' or real equality of educational 
at^cvemem tetween the awrajff grammar school and the aetraie 
j*^^*™** promoted from the elementary to the secondary 
grade. But we could not afford to miss the opportunity oflavmg 
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down thb panty oiid this equality as lon^^run objectives towards 
which it was impcratK'c to aiirmpt an imnicdiaLe approai:h. 
Again, Vic might kdow^ that in the short ruti mom would bo 
achieved by reducing the size of classes and improving at:eom- 
modation for children up to 14 than by providing an eziea yew^s 
schooling of indifferent average quality; hut we could not affbrd 
to miss trie chance^ which might not come again soon^ of getting 
the schoohleaving age up to 15 at once, with a pledge to rabe It 
to 16 in the near luture, because we kneiv this change would be 
beneheial and democratic in its long-run effects. 

TTte Shoriagt ^ Ttachtrs 

It hmvevcr^ a worrying situation when one ia put Into the 
portion of having to ur;^ refonns which wiEJ inevitably cause 
serious short-mn difficulties. It is most w^orrylng of all when* in 
order to get a BUI passed into law^ and not to disturb the majority 
in favour of it, the mofit essential qu^tlons have to be left almo^E 
tmdiscussed. For a not moonsidcrablc part of the difficulty which 
faces us arises Jhom the failure to face and argue out the real 
educational issues. For example^ the impasse we are in about 
getting the numbers of teachers we shall need without seriously 
towering the quality is partly due to the fact that^ not haviiig 
discussed the content of cducatlorip we take it in the main for 
granted dmt we ^v^l more teachers of^e same types as we have 
been getting in the past* but with a higher proportion of them 
possessing 'secondary' quaUheattons to correspond to our decision 
to provide secondary education for all. How' can we possibly get 
thiS| when the supply can be expanded* alor^ the tmdiuonai 
lines, only by taking in more of the worse qualified? 

On the other hand, the situation might appear quite different 
if w‘c were consciously trying to bring in different kinds of 
tcachcis. \Ve cannot, howeverj w'ant ditfereiit kinds of teachcifs 
without wanting different kinds of education; and our refusal to 
face this issue Iravcs us in practice assuming that we want the 
some kinds as we have been getting and giving in the past. The 
confusion is made worse because headmasters and headmistressesp 
and indeed teachers in general, are^ like most professional groups, 
pretty conservative and content with their existing ways, nr at all 
events pretty timid about innovations. The consequence is that, in 
the absence of any dear formulation of what we am trying to do, 
there is art immense weight of tradition pressing in every area 
towards die creation of more schools os nearly as possible like;. In 
their educational objeciiv^es, to those which exist already, and 
similarly, where change is involved* because we are creating a 
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nominally new kind of school—the 'modern' schMl—pressing to 
afiLtniLdte the new creations as c)o6tc]y as possible to one or 
another of llie models provided by the existing system, 

Tht of EducuUhnal IdiOJ 

Talk to any random group of grammar school headmasters. 
You liViU fl-tid tJiat most of them hold that grammar school educa¬ 
tion b really the only good type of higher school educatiocL They 
may admit, usually with rcluctancCp that there is a t^ase for 
technical high schools; but they simply cannot help regarding the 
'modern^ school as a dump for those w’ho are not worthy of 
admission to a grammar or perhaps a technical school, 'rhe 
technical school heads are, on the whale, less narrmv-minded— 
panly because they are used to regarding the grammai' school 
people as snobs and are ohen not claiming to be -gentlemen' 
ihcnisehesi in the grammar school sense of the term; and partly 
because they have been accustomed to get their pupUs mainly 
from the elementary schools at 13^ and not like the grammar 
schools to start them at 11—or eariicrj where they have pre¬ 
paratory departnients of their own. As for the heads and teachers 
of the senior elementary schoob, they are divided between claim¬ 
ing that their schools have been rcsucinsiblc in recent years for 
much more ortginal development man most of the grammar 
schools and a feeling of social inferiority to the grammar school 
staffs which may find expression in either assertion or abasement. 

77ir Qyesiion of Edueabilify 

How much truth is there in the ^grammar school view^^ thati out 
of every hundred boys and girls, there arc on the average perhaps 
twenty or thirty who are capable of higher education^ and that 
the rest arc simply incapable of living up to it? There is, obviously, 
some truth in it- There arc in the community of to-day very wide 
diflerenecs of truellectual ability; and there is, at leasts a clear 
majority ofehUdfen who, by the time they reach 11, are incapable 
of mastering either a grammar school or a technical school educa¬ 
tion at the existing standards. Suppose we say there are sbety out 
of cvety hundred of whom this is true. Docs this mean lhai the 
sixty are inferior to the forty? On the avenigej yes, whaie^'cr 
reasonable itandard we adopt. Individually^ no, in a propordoo 
of instanoes fully sufficient to matter a great dc^^ It means that 
wc ate not, by our existing methods of education^ catering 
adequately for the types of ability which are present among the 
sixty who lack the rccc^nJscd cultural or scientific aptitudes^ or 
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have been given no dtance of de\'ebpij)g Uicm in their early 
y-cars. 

The "modern^ sdiool^ [fit is to serve the pijupora ofdemocra^^ 
i!![iiul discuvcr and provide lor these ^ptitudcSr If chlldreTi enter itj 
05 is planned, normally at or near dcvcti, and if the technical 
schools continue to admit entrants only at thirteen^ it vi-^l have at 
the latter age to pass over an appreciable proporuon of ita 
Etudents—those with signs of scientific or technl^ abilicy^tt* ttie 
technical schools. It should also be ixoming over, at any time 
between clc\'cn and ihirtccni an appreciable proportion who show 
^cultural' abilities to ilie grammar schools. Indeed^ the years 
between citizen and thirteen should clearly be used to rosort 
children between the grammar sdiools and the modcin schools^ 
so as to correct the numerous mistakes which arc bound to be 
made if tlie normal age of assignment is put as low as eleven- 
This re-soning should be a two-way process; but from thirteen to 
fiflccn the *modcm' school will be left with its settled scliool 
population to handle. How" ought this to be donOp so as to foster 
tlic types of ability Avhich die otiier types of secondary' school am 
not so equipped as to rcopgnise or to bring out? 


Ignmd AbUitiej <ind thi 5 Wiwi 

The answer to this question is at once entirely obvious to any 
person of common sense and extraordinarily difficult to expi™. 
Tlic good types of ability which the other schools do not rcco^mae 
as grounds Ibr selection are* broadly^ the ffisdictic and the highly 
personal on Lhc Otic haAd, and the plain, conunotuensjcal gn the 
other. They include alao certaht W ‘ypo of ability, such as lead 
On to gansstcriam, brutal sclT-assertioii, and enme. Yet this 
dlv-uion tt (oo sharp: fot soju^, though not all. of the ability that 
turns the bad way is capable of being lianteascd to good, if H w 
tackled aright at an early enough stage. The ‘mcidcnv school tvUl 
have to be on the look-nut for all these quahties. and w-ill also 
have to provide for the needs of the large residue who have no 
spe^ ability of any important kind, but ore capable fiiUy as 
much as their abler contcpiporancs, of mating good or bad 
citizens and of living, and causing others to live, happy or 

unhappy lives. , _ . .... 

Al^y we have here a number of pointers to wliat the 
'[tiodcro*^ school should sot out to do* First, it should givt those 
whtae ability is «*thetic-^d inay show itself early or lait^ 
a chance which they often miss ttMlay. It should therefore dlow 
plenty of room for music, drama, pointing, drawing and (he 
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plastic artSj not only for tho«e who are capable of becodaing 
ardstSf but for all who diow^ faculties of artiftic apprccUdon. 
Tliat ineaiu^ For practically all normal chlldrefi in the earlier 
stages of school lifeg and for noany more than are now' believed 
capable of it at the Later stages. The modem primary school 
should discover and pass on to the Art School those whose 
creatire bent lies that way; but, beyond thiS;, it should help a 
much larger number to enjoy the arts as they cannot without 
help. It must not, howeviia'^ try to force art^ beyond the simptesit 
on children who have been ^hown to have no liking for it; nof 
must h force the restricted nodons of a particular school ofartists* 
or all Its work in the deki of the arts die an ignoble death- 

Secondly, the 'modem' school must care much more for 
pcTBormlity and for what 1 have called the ^pemonid^ type. This 
type is very common^ and is of immeasurable social value* It con¬ 
suls of those who make their monuments not in bronze or stone 
but in their influenoe on the li™ of their children^ their husbands 
or wives, their iniimates^ and their neighbours. It is a curiously 
unrecognised type, in our educational system, which indeed 
approaches caring for it only in inaiemg usually vain endcavoun 
to interest in 'mothercrail* girb who have often at the time either 
no real appiedadon of what motherhood means or aU too much 
experience of ministering to a tribe of Uitk hrothE!ra and aisten to 
wmit to hear any more about it at school—especially fiT>m 
spinsters. If we could but turn out those whose mission in Ufc ** 
to be lovingly helpful to their fomihes^ ftiends and neighbauri 
even a little better equipped to offer thtdr help in a more skilful 
way, what a stroke for human bappinea that would be I And 
yet , p , this is pfychologyp is it not?—and *"onc can^c teach 
psycliolt^ to children.*'^ ^nh one, if it is the right sort of psych¬ 
ology,^ with no jargon, and based on a &ank facing of real human 
situations, Instead of covering them up? Why not? Because the 
teachers are not up to it? Can^t we get teachers who are up to it, 
if we go out to seek such teachers^ and do not demand that they 
shall be equipped with all the traditional qualities of tcacherhood 
aa well? 

Cmnwfi-senJi 

And then there is the plain, oommorJensicaJ type to be catered 
for. These are the boys and girls who^ even if they are incapahk 
of leamipg enough mathematics to become carpenters or engi¬ 
neers, or enough 'theory* to get on at a giamniar school, arc fully 
capable of doing a gooci job of work In a Victory or an oifioe, or of 
running a home and bringing up a family in a Knsihle and 
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righteous ivay» They wautj in the main, pLsLin anwers to plain 
questions. They to be laughi lo do competently cvcTyday 
things which liic wili require them to do. They ivant to learn not 
to lose their heads when they have to fill up a fbrmj not to find 
thcmscives helplm when the light fiisca, or a pipe bursts, or the 
stuQSng comes out of the old amiehairj not to be gulled by insuT'^ 
an,nr agents or canvassers with totnething to sell or wta to get^ 
not to be ignorant of, or unable to explain fi'anldy to their 
children, the facts of sex, to be able to write as viell as to np.d 
Englisli, so as to say what they ^vant to say and not somcthii^ 
dincrent or unintelligible, and, abov'c all clacj not to be afraid 
oftifc. 

This teaching people not to be afinid oTlil^—and also not^ out 
of reaction agaimt their fears, to betake themselves to bravado or 
defiance of it—is indeed the gist of the whole tuatter^ And it is 
\ital to realise that the fear of can be exotcifled only by doing 
things and not by merely learning about them. That, and not any 
need for vocational preparation, is the reoiHiii \^by the modem 
school ought to occupy itself largely with doing, and not exclu^ 
sivtiy or mainly with books nr even ^visual! aids and the rest ol 
the paraphernalia of modernism in the field of educational equip* 
ment. Visual aids are important for the ™ualisers, who are a 
large proportion of the wholes Etoing things, as well at learning 
about them, is important for eve^body, and sbov'c ^ for die 
main body of those who will slay in the mcxlcm schools. 

So the modern school must, at all ctats, have space and cqmp- 
ment—fields to dig in, grow' things iHi play about ui; bri<^, 
mortar, timber and so on to btidd tf^g^ with; means of d ressing 
up, staging plays and playlets, making its oivti stage properti^ 
painting its own scenery; means of making musici oppottunitra 
for 'field work,^ botanical, historical, or social; contact with the 
life ofits neighbourhood, so as to find out, by pcreonal contacts, 
what it means to be a poUconan or a bnctl^er, or a W 
conductor, or a typist, or a w'altrtsi, or a nurse. Them should be 
a procession of ad sorts and conditions of men and women commg 
to the modem school to be catechised about their jobs, as well as 
visits fiom the school to where the jobs arc being done. 


mat Son cf Teachns dt> WorL^ 

And now-what sort oTmasiert and nmtres^ do waat for 
such sdioolfc^ Some, no doubt, of the tradiljonal kind; Gar not only 
the three ‘R's’ but much more of the tiudiUooal subjects ^ haw 
their place. But we need also tcachcn who are good at domg all 
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sorts of practical things—and particularly lively-minded, prac¬ 
tical i>coplc who enjoy turning their hands from one thing lo 
another, and learmng and teaching at the same time, 

T have been writing as if all this were a nnveky; but of course it 
is not. Tliere are hundreds of teachers to-day in senior schools w^ho 
have been doing, as far as they have been allowed, juat the things 
lam £iylng ought to be done in the new modcra schools. There 
lias been fine, oommonscnsical* experimental work in many of 
these schools! and its results have been of the Cannot wx find 
more teachers w^ho can develop this type of teaching, if wt look 
for them in the right places and are ready to give ihcra the not 
vriy large amount of training which they will need in order to do 
the job well? 1 believe we can—in men and women w'ho have 
come out of the scrvicesi and particularly out of sen^icc technical 
and educational units, but also in those rcleasetl from war work 
in the munition (actoricS| many of w^hom have picked up the art 
of teaching as part of their daily jobs. 


ICrnih ^ Sectmdaa^ Schimi 

I have spoken so far as if it were an accepted fact that there are 
to be under the new system three kinds of sccondar>^ school— 
'grammar," 'technical" and ‘modem'^—on the lines laid down 
before the war in the Spens Report. There is, however, notlilng 
about this question in the Act of 1944^ which leaves it open to the 
Local Authorities to group and arrange secondary education in 
I heir areas on w'hatever Isaais they think beat. There 11 strong 
support in a number of quarters for what is called the "multi- 
lateral" school, in which there would be separate 'sides" catering 
for pupils w^antlng different kinds of education. This solution 
demands conside^bly bigger schools than are needed under the 
Spens planr for it amounts in effect to putting three separate 
schools into one. It b therefore difficult to apply without very 
extensive rebuilding, which will be hard to compass for some 
time to come, on sites, whicli in many tow^ru it b not at all 
easy to find. There is, however, a great deal to be said in favour 
of ^c 'multilateral" solution, where it can be applied, for tivo 
main reasons. In the first place, it will obviously make much 
simpler the transfer of pupib from one type of coiirse to another 
where a mistake has been made in the original allocation^ and in 
the second place it is the only iiure way of achieving real parity 
between the djJferent branches of secondary education. As against 
this, the disadvantages arc that the lar^r the school the further 
many children will have to journey to it from home, and that it 
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might involve a fall in the jLindardi of those existing fdioolj, 
grammar or technical, \vhich had to be merged into muIciJattral 
schools caier^ for pupib of all degrees of intdligcncc, and not 
Aclectmg their pupils on pounds ofspeeb] aptitude. 

Neither of these objections has much force m the long run, and 
I feel no doubt that in the long run the muJttlatera] school will 
become, not perhaps the type—for why aim at uni¬ 

formity?—but the commonest v-aricty^ Given good transport and 
proper provision of school meals, it U no pehl bardslilp to pupils to 
have to go some distance to and from a secondary school (the 
primary school ia, of course^ quite another matter), any more than 
it is for students to travel in to a centrally plac^ University or 
Technical College or out to one placed in country suiroundings. 
M for the fear of a fall in Etandarda, there is no reason for it^ pro¬ 
vided that proper artangements are made for organising the 
school in separate forms and "sides* for pupUs having different 
nccds« Or rather^ there is no reason in the long run* for in the 
short run there is the danger arlaing from the shortago oricachcrE* 
But what thodFc who stress this danger are really claming is that 
the grammar schools shall be allowed to staff themselves with the 
best qualified teachers, leaving die modem schools to do the best 
they Can with those whom the grammar schools reject p Thb is 
obviously quite inconsistent with the Idea of parity between the 
different branches of secondary education, and is In effect an 
attempt on the part of the ‘cultured" to defend their monopoly 
and to perpetuate educational class-divisions^ 

The remaining argument often adduced against the multilateral 
school is that, from sheer sizcj it will result in bureaucracy, and 
will turn die hcadnmstcr into an adminbtmtor instead of a 
teacher. But there is no reason why this should liappen if the 
school has its separate ^sides^*^ each under its ovm head, and if 
there is a board of governors to interpose betiveen It and the Itx^al 
authority's passion for getting teachers to fill up forms. 

I fkv^our the multdateml school, and hope to see many experi¬ 
ments in this line in many areas. But I am not hopeful of getting 
this solution very widely adopterl at nresent, mai^y because the 
opposition of the grammar s^oo! advocatei will be strongly re¬ 
inforced by the immediate practical difficulties over riles and 
buildings. It will be the line of least rariitance, wherever posriblc, 
to adapt and add on to mdsting schoolsj and few of these arc on 
sites which are large enough adequately to house multilateral 
schools, ^mething wilt, no doubt, be done by federating schools 
of diffemnt types sittiated fairly near together; but this b obviously 
no more than a maheshifl. 
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Tulmuat Educatim 

Technical education pracntsoErtaiji specbJ problems. Hitherto 
junior technical schools have hem carried on lar^ly on the 
premises of Technical CoUegea—an arrangement winch has had 
evident adrantagea bccatue it has enabled the premises to be fully 
used in the day as well as in the evening, has economised on 
expensive apparatus and has thus made better provisian passible^ 
and, last but not leasts has encouraged the technical school pupil 
to regard it as natuml and norinal to go on to a higher tcchnl^ 
course m the College. A big ^tension of technical education b 
obviously needed as a conlributlnn to the higher ef^dency and 
the democratisation of British industry; and it is of the greatest 
importance not to break the links between technical schools and 
Colleges. On the other hand^ as the number of pupili taking 
techmcal courses at school is likdy lo be very much increased^ it 
will be quite out of the question for the Tcchmcal Ck^Ilegcs to find 
room for more chan a fiacdon of them—especially as il can reason¬ 
ably be hoped that the extraordinarily high ralH of virasta^ 
among those who start on technical courses wdl be greatly 
reduced in future. There iS;^ acconiingly^ no real incansistency 
between the proposal to create muidlatc^ schools including a 
technical side and the desire to retain junior departments in con¬ 
nection with the Technical Colleges. Ihere will be plenty of need 
for both; and it vnU. be neccasary' to create spcdal links between 
the Colleges and such technical schools or technical sides of multi* 
lateral schools as arc not conducted on Oollege prermses. 

Here I must put in a word about the character of techmcai 
educadon, which is often looked at askance by *ouliured^ educa¬ 
tionists on the ground that it is vocational, and therefore inferior. 
This view is nonsense. The bade cunic^um in most existing 
technical schools (as distinct from spccLalised trade schoob) b no 
more vocaLional than that of most grammar schools. The dificr- 
cnce b that the technical school prepares for a diffeient range of 
v0CatlonS;i, and centres Ltd teaching on mathemaiia and basic 
science and their applications Instead of classics or history or 
literature. It is no doubt highly important that those who make 
mathemadra and science their basic subjects should also learn 
Some literature and history; but is it important for '^clasdcs* 
and historians to leam {tome maihemadcs and some science.^ 
Moreover, the question b not only whai subjects arc to be taught^ 
but also in what spirit they are to be taijght. Mathematics and 
science can be taught as humanurically as history or classics; and, 
if this id by no means olw^ays done, are not classics and hitory 
often taught as bone-dry dlsdphneiEj made as unhelpful as possible 
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towards the pupil's mMtcry of th« world of to-day? The rpowt vital 
thing of alt IS to break down the supposed opposidoD bet^veen 
'tccdmical' and 'cultural^' and to csLablish it as a recognised aim of 
all types of education to enable every pupil to express himself 
dearly and unambiguously in good^ simple £i|glldh. 

Towards Drmocra^ in ihi Schools 
Finally^ I come back to my essential point. Wc professed* m the 
of 1944^ to be giving expression to the principles of educa¬ 
tional democracy. So to a certain extent we were; but the demo- 
cratk dements in the Act can easily be pudu^ aside if it is 
administered in an tindemocratk spirit. Let us coniider a&eih for 
a moment what democracy impHs in the held of education. 1 e 
implies a real attempt to discover the aptiludes of every child— 
not merely certain aptitudes for culture or techiiical prowess but 
all the aptitudes that are discoverable—and to give every child the 
best possible chance of devdopic^ these aptitudes except where 
they arc definitely evil or and-soclid. But democracy in i^ucatioii 
implies more than this* It impUea also the Living together ai social 
equals ofboys and girls difiering ^atly not ody in their specific 
aptitudes but also in human qi^ty in the widest sense in which 
such quality can be assssed. It would be not demoeracy, but the 
antithesis of it, to devise cunning As-ays of identifying the ablCp and 
then to give the able aU the chances and segregate them Grom the 
rat—to train the able in one compaitoent for leadership and 
the rest in another as sheep. To say this is not to deny the imnneosc 
unportance of leadership in a democracy; but the essence of demo- 
cratJc leadership Is that it is not segregated or selected from above, 
but scif-sdecting out of a community living on terms of social 
equality. That iSp in effect, the fundamental case in favour of the 
tnultDatcral school, as a microcosm of a democratic community 
and the right foundation for r spirit of democnulc citizenship, 
Ouiiously enough p the deienders of tlie ''puhhc' school system 
half-rccognisc this* when they plead strongly against any attempt 
to limit entry to the^ schools to the 'dever^ boys. They maintain:, 
rightly* that their schools will give a better preparation for life if 
they include a fair proportion of the ‘not-<lcver^; and they point 
out that, very oAen, the *not-dcvcr* do just as well ai the 'clever" 
in aflcr-lifc. Tlity resist asaimilation to the state secondary schools 
on the ground that these schoob are Limited to clevcrish puplb; 
and one could not help sympathising with them if they w^erc not 
apt to say, almost In the same breath, that these same state 
scholarship boys are not 'dever" enough, and that asiimllation 
would Jow^r ^public' school standards. What they really mean bp 
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orcourse^ that they ocbc to cduoite a governing clasj^ and that 
governing cLwca would not l^t long if they consisted cKclusivcly 
of *clcvcr' people. The "public' schools* ease ts not, after alJ^ a ease 
for democracy^ but a case for a segregated itiU not based cxclu* 
sivdy on intellect—that b, for a governing class stiffened with a 
luitable proportion of toughs and men of push and go, on the 
well-established principle of "I push, you go/ 

Let us not disguise from ourselves tlae pLiin fact Umt educa¬ 
tional democracy of the kind here envisaged as against die 
"public^ school ideal cannot be at ail rasy lo bring into cjtbtencc- 
Even if we assure every child of good nutrition and of a home not 
prevented by sheer poverty from being a [j^ood home, of the beat 
pHdmary schooling wc can devise, and of the most skilled help that 
can be given in finding out whai sort of further education is most 
tuitabie in each individual ease, there will remain the Inescapiible 
tael of a la^e maa of sheer inferiority, not only in intellect and 

E ower to connect and make^ any *ort of coherent plan of Jivingp 
ut also in capacity for service to the community either in daily 
labour or in the aHkirs of dtbienship. This will remain, as a sheer 
feet of heredity and human nature, even when we have Icamt to 
value and cultivate many iiuman qualities which our educadooal 
system at present almost wholly ignores—above aff, besides the 
esthetic, what I have called the ^personal* qualitia of human 
understanding, helpfulness, and creativeness in the realm of 
personal relations. The idea of a democracy in which ail the 
members W'ill be well equipped for forming political and social 
judgments, or kcerdy interested in political and social a^irs, » 
a mirage. What is pracricable is a great enlargement^ by dUnioish- 
ing the existing waste of aptitudes, both in the proportion of 
wcli-cquippcd and active citizens, and in the soda! effectivcncsi 
of those who, whether or not they arc wcU-cquipprd in this sciWi 
have the aptitude to puU a beneficent social weight in other 
spheres of communal living, including the neglected spheres of 
popular artisde expression and of everyday pcrrsonal relations. 


CHAPTER Vt 


SOCIAL SECURITY, INCLUDING CHILD 
WELFARE AND THE SOCIAL SERVICES 


The Beveridge Report on Social issued in 

13142, is one of the social dociMncnti of our time. Sir Wiiliain 
^now Lorxi) Bcveridgei its sole author, was given ait unique 
chance, and he made fuU use of it, M a nilc^ the reports of 
go%^cmmeni committees embtidy ctunpromisa with which no one 
is entirely satished. They are the tvork of groups of persons of 
widely different views, who either divide tlicmsclvcs tnio a 
majority and a minority or praeni an unankuous report hy 
leaving out a great deal on ^riikh they are unable to agree. Even 
minority and majority reports usually cover up or suppress 
difTerrnces among those w'ho sign them; and agreed reports take 
refuge at difficult points in phrases duit can be iaterpreted in 
more than one way. The Beveridge Report was unique^ in that 
the cammittee from wMch it emerged tiad but one member 
entitled to draw it up—Sir William Beveridge himsedf All the 
other members were Civil Servants, connected with one or 
suiDthcr of the gov'emment departments adminutering social 
services. They could advise j but as Civil Serv^ants they could not 
publicly «press opinions, or take part in drawing up the Report, 
The Beveridge Report accordingly a one-man affair; and the 
man who wrote it was free to say exactly tvhai he pleased, or 
considered expedient 

This, I fancy, was not at all what the Govenunent wanted by 
the time the ^port was being written. Sir WitEam Beveridge 
w^as appointed chairman of a committee of Civil Servants by 
Mr. Arthur Greenwood at a time when reconstruction problcnu 
wxre not being seriously thought about by the Government, and 
no great thought was given to the implications of the appoint¬ 
ment. It docs not seem even to have been revised at the outset 
thatj if the Report were to be made public, Civil Serv-ant? would 
not be able to take pan in drawng it up, or tha^ in effect, 
Sir Wniiam was being given a free hand. Indeed, I think, though 
I do not ktioWr that Sir Wiilhim himself forced tills issue, and tha t 
one great reason w^hy he was boycotted so severely afterwards in 
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goverrupciic quarters was that he was ccFnsid(in!d lu have stolen 
a march on the Government and the Civil Service by on 

rcportirig what he wauted to report, and not what they would 
have lited him to report. 

At all e^THti, Grom the time when the Hepqrt was submitted^ 
Sir William B^cridgc was disliked and boycotted in official 
quarters; and, though the pressure of pubhe opinion compelled 
the Coalition Government to accept most of hia reconunenda- 
tions, he was not consulted at all in working them out Into the 
detaDed plans which the Govcmuicnt promised to bring before 
Parliament. There was a prodigiously long delay oflcr the Issue of 
the Report before the Gcrvcrrtjncnt produced even a White Paper 
outlini^ itsovvn proposals (from Novcinber, 1943, to September^ 
1944}; and right up to the time when the Churchill Gowrnment 
fell in the middle of (^5^ not one of the Bills needed to carry these 
proposals into effect had been eveu produccdj much less debated 
or made law. 

The reasons for this long delay were mainly two. In the first 
place, the Beveridge Plan, e^'en in the modified form in which the 
Government had accepted it, involved spending a great deal of 
money; and there wete not waiitii 3 g cridcs on the Tory side who 
asserted that Great Biitam Could not afford it. These same critics 
in many cases disliked the plan, because they thought that it 
invpived too much state help to the poor and the workers, and 
might "undermine the incentives to labour** or unduly strengtiicn 
the hands of the Trade Unions in wage-boigamii^^ more 
generally^ mollycoddle the people^ who ought to maintain ihem- 
sclvts by their ow-n efforts. But ride by ride with this political 
opposition^ w'hich for the most part did not come Out into the 
opeuj there was another opposition which disliked the Report, 
not because it gave loo much, but rather because it upset tlie 
settled departmeutal habits and traditionfl of the Civil Service— 
for e^tample, by proposing to Mt up a new; Mintstry of Soc^ 
Security to take over the administration of most of the social 
ficivices, and by treating lightly the Mivine right" of each govern* 
mcni department to go on for ever in charge of any service which 
has been within its provtoec in the past. This oppoaition too 
worked necessarily behind the scenes; but I think it was mainly 
reiponsible for the fact that the nav hfinMry of National lusur* 
once {not Sodal Security) which was set up m 1944 w^ deseed 
to have much noriower ftmctlons than Sir Will i n in Bevendge hod 
proposed for the Ministry of Soda! Security envisaged In hia 
Report. 
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Tfu Fitft Gimtf 

The Be%icridgc Report was a chalk ngk^ social dociuueat, 
above all else, because of the principles and assumptions on which 
it was based. Sir WiUiam laid down explicitly that jt should be the 
State's business to give to all its citizens a high d^rce of security. 
He envisaged his Report on. Social Insurance and Allied Services 
as “one part only of a compreheum-e policy of social progress." 
He wrote at the ver)- beginning; “Social Insurance fully 
developed may provide incocne security: it is an atiaclc upon 
Want. But WW u one only of five giants on the road of recon¬ 
struction and in some ways the easiest to attack. The othen arc 
Disease, Ignorance, Squalor and Idleness." His Report not only 
embodied a comprehensive plan for preventing those (bmu of 
W'ant which can be prevented by the provUioti of social InxumoCe 
or other cash benefits to supplement priv'atc earnings, but also 
rested on the assumption that the Government’s reconstruction 
policy should and must Lriclude an equally vigorous .itiaclt on the 
otiier four Gutnts. 

Of these other four, he hitnself attacked Idleness in thc-suh* 
requent Report on ‘Full Employment in a Free Society* which 
I have dUcuMd m an earlier section of Uib book. Disease he 
attacked irt hls first Report, when he ncLide tlic cstabltdiment of 
a comp^etinve Public Health Service, including all requited 
forms of medical attention and treatment, logciher with the pre- 
vcniioQ of unemployment and the proviiion of Children’s Allow - 
awes, an assumption underlying his plan for the development 
of Social Insurance. Ignorance he did not attack specifically 
but the Education Act of 1944, conndered in the preceding 
chapter, must be rt^parded as the Govemment'i part-answer to 
his general challenge on this issue. ’The fifth Giant, Squalor, does 
not lend himself so readily lo direct attack. He will be defeated 
mainly by the defeat of his allies. Want, Ignorance and Disease, 
and by the carrying through of a comprehensive houdng and 
planning prugrantme. 

The Cwtmmaii and tite Bnaridst Ffm 

After Uie issue of tlic Bewridge Report the Government, with¬ 
out mvoi^g the aid of Sir WillLim or of any other chairman, put 
fonyard its own proposals for the establishment of a generally 
as'alLiblc Public Fkalth Service, only to find itself involved in a 
clamorous controversy with the dgetore, of which something will 
have to be said later in this chapter. The Goveriunent .'Uso 
promised to introduce its long-deCbrivd Bill establishing CaiU- 
dren* Ailowances, to ivtuch it was indeed more tlian lialf 
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conuniti^^d even before the Beveridge Report appeared; hut its 
propcisnis on this matter^ as we have scen^ fcll a long u-ay short 
of what SLr WitLLiin had recommended. The Coaiiuon Govern¬ 
ment also Look one important step towards filling m unaccount¬ 
able gap in Sir WiUtato's general diagnosis. His Social Insurance 
plan was designed to prevent* or at least to rmiigate* want arising 
from unemployment, from sicknesj or acdderit, from old age, and 
from the inadequacy of normal WTiges to support a large family; 
but he made—prcsuniahly because he regarded it as beyond hts 
terms of reference—^np proposal for dealing with those eases m 
which men or women in w'ork^ in health, and in the prime of life 
Connoi cam a lining wage. If ^vc are to prevent want* we must 
clearly set out lo prevent inatlequate incomes among the 
cmployTrd as well as among the unemployed^ the sick, the dh* 
abJed, and the aged; and though the provmon of adequate 
Children's Allowances will evidently help grtaily lowards this 
end, it will not be enough* even if the atlowancia are made 
much more generous than they arc at present. We musi accord¬ 
ingly regard Mr. Ernest Bevin's Councils Act of 1945 as yet 
another instalment of the policy needed for prm^enLing wanl.^ 

77 u Implica£i^ 0/ kSbrihf Statrity 
Despite this omission* Sir Willem Bcveridge^s approach to the 
general question of Social Security was revolutionary in what it 
implied^ Just aa the acceptance by the Stale of the rcsponsibiJIty 
of finding jobs for all who need them has revolutionary implica¬ 
tions for the conduct of Industry and involves a flat denial of the 
main presuppositions of capitalism, so the acceptance 

of public rcsponsibilitv for protecting ev-cry ddzen against want 
has implications hardly less far-reaclung* For what becomes^ 
under mese conditions, of the contention that men arc too lazy 
or unprindpled to work unless they arc driven on bv the whip of 
starvation, or of tlte conclusion that industry cannot be canied on 
unless those who work in It have continually before their eves the 
threat of tl^c sack? The change of attitude has come about largely 
because even those who think there is ^^sometlitng In"' such con¬ 
tentions are for the most part no longer prepared to delend out¬ 
right the view that if a man Mh through slackness to earn a living 
wage~to say nothing of his friling from any other cause—it is 
right and proper* in the name of the ^ctity of ^unily lUe, that 
his wife and children should star^^e with him. The opinion of 
to-day credits women and children with mdividuol dmnis and 
rights of their o\m. It it not so ready as its forminnm to aay that 

I See p. 
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the liiij of the fathers shall be vbitcd upon [he ehildrcit^ or even 
upon the motheis, or so sure that fain^y life thrivea when 
women and children arc oReted up as victims to its sanctity; 

77 ^ GmwA 0/ thi Soeint -Sfrribcr 
The public sodaJ services^ .13 they existed In I 93 gj were made 
up of the old Poor Law, Avhicb went back in something like its 
existing form ^ht to the days of Queen Elmbcth, and of a 
number of quite recenc special servicca which had grown up 
since the enactment of the Old Age Pensions Act in 1 and of 
the Nation^ Insur^ce Act in jgti. On the binge lay Workmen's 
Compensation, which w-as not a public service in the strict sense^ 
but bad grown out of the ancient commoti law rule of ^eERploycnf' 
liability' as modified and extended by statute law* Besides the 
various service* provided under the Poor Law'S^ die public social 
services as they existed in 1939 included the foltowing serviocs: 

(a) J/c^-^Ttiiibuiary Old Am Ptmhm^ instituted by the Liberal 
Government in at what seems to-day the extraordinarily 

low rate of 5^, a week for persons over 70 yean old. The pensions 
were subject to a Means l est and tapered to nothing when, 
the aged person hud other means. No pension at all was payable 
when such means exceeded tor, a year. In 1919the maximuiii 
p^ion was raised to tor., but only for diofic whose other means 
did not exceed £26 51, a year; and no pension was payable when 
other means were more than £49 i yj. M In 1934 the Means Test 
\™ substantially modiiicd, by a provision that income up to £38 
a year (or £79 for husband and wife) should be disregarded in 
assessing the pension. The Act of 1924, passed by the first Labour 
Government, also removed the disqualification from receipt of 
pensions of persons who were getting poor relief Further dcvelop- 
menu of the tion^ntributory scheme were checked by the intro¬ 
duction of atjiinbistary Oid Agf Pensions in 1925; and when it 
became imperatwe in the course of the war to make improved 
provision for old ficople this was done, not by amending me Act 
of 1908, but by instituting a scheme of SuppUm^fdafy Pensi&n^ 
under the Assistance Board (*ce p, 554). 

(i) Jifalwnd Htclfh /iLcrrajiff, instituted by the Liberal GOTern- 
ment imder Part 1 of the National Insurance Act of 1911. This 
was the Act whJdi xtaned the contributory system, by providing 
for compulsory deductions from the wages of employed persons 
and for ^mpulsory contributions from their employcrij the pro¬ 
ceed* being paid, plui a small State subvention, to an Insurance 
Fund. The Act ensured lo the persons covered by it, but not to 
their dependants, medic^ attention and treatment by 'pand^ 
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doctors^ who were paid on a capitation basis, but it did not cover 
spccialisi or hospluil services, esKoepE in ihe ease of tubc^nlosis^ 
for which special provision was made* *rhc Ace also instituted a 
syslcrn of sickness be nefits at the rate of l Oi. 3 week for men and 
7J* 6rf. for ss^omen, payable for Umitcd periods, and ot disablement 
benefits ofunliuiitcd duration, folio vdng on the exhaustion of the 
nght EO sickness benefitSp at the reduced rate of 5J* a week. The 
Act was administered mainly through Approved Societies formed 
under the auspices of Friendly Socictiesjp Trade Unions, CoUecling 
Sodcticfl, or Insurance Companies; and these SodcEies, which 
received fixed payments from the Fund, were allow^ to provide, 
when they could afford lo do sOp *additiona]' benefits^ including 
medical treatment for dependants, dental treatment, and other 
special services. There arose in pracdoc great inequalities between 
the benefits provided by different iiocietJcs in return for the flat 
weekly contribution; buL the mass of insured workers showed little 
discrimination in sciectiiig an Approved Society* In 1919 the rates 
of sickness benefit were raised to for men and r as* for women, 
and disablement benefit was increased to yr. 6d. Tliereaftcr oniy 
minor changes were made in the scheme up to i94tj eatcept a 
reduction In married w^omen^s benefita in the course of the 
*iiconOJiiy^ campaign of 193^. This discrimination was preserved 
in 1941| when rates were again, raised for sickness to cSf, for men, 
I grp for married vromcn* and i.^r. for othor women* and for db- 
ablemcnl lo lOi.* Qr, and gs. The Act of 1911 also inrtituEcd a 
small maternity benefit for insured women, and erablcd certain 
classes of persons not compulsorUy insured to qualify for some of 
the benehta by becaming Voluntary contributors.^ This latter 
concession was not extended to mamed wotnen. 

The State throughout met only n small proportion of the total 
cost of Health Insurance^ whidi was paid for mainiy out of the 
contributions of workers and employers. There %vcre no such Large 
state jubaidiEs m this case as Eherc wtre to the costs of uncmploy* 
ment and pensions insurance. Moreover, rates of benefit remained 
loiv, and there were no allotvauces for dependants. The reason for 
thc^ inadequacies was largely that Government after Go\^crti- 
ment was unwUlmg to incur the hostlllly of Insurance Companies 
and other agencies by trenching on the field covered by voluntary 
insurance apart from the stale scheme. This reluctance also pre¬ 
vented the institution of funeral bfflcfit as a part of tlic state 
service. 

(tf) U^mphjminl Insurm^f first instiiuted for a small group of 
selected trades (ehkfiy building, engineering and shipbuildmg) 
under Part TI of the National Insurance Act of rgii* with a 
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supplementary provision allowing stater subsidies to volimlary 
schetzics ran under tbe auspiocs of Trade Unions or Friendly 
Societies. Benefiu under the tg%x Act vim at the low rate of 
7^. a week. Munition workers w-ere brought m under an Act of 
igtG; and in 1920 Unemployment Insurance was extended to 
workm in the great majority of trades and oceupations^ the 
largest exceptions being agriculture and domestic service. Agri- 
culture was brought in, under a special Kheme, only in 1936. 
Domestic servants remained outside throughout. An Act of igtg 
raised the rate of benetit to i ir.^ and the Act of 1920 fixed rates 
at 151. for men and Z2r. for women. In 1921 dependants^ bendfits^ 
at low rates^ were added, as a consequence of the conditions 
caused by the po5t-^v"ar slump. Tliercafter the scheme ujidcn^rent 
frequent changes. Up 10 1921 benefits were payable only for 
strictly limited periods, dependent on the number of contributions 
previously paid. The slump led to a relaxation of these co pditioni, 
and ^extended" benefit was introdueed in 1921* but was made 
payable not as of right but only at the discretion of the hllnister of 
Labour in each case. In 1924 the Erst Labour Gov^emment made 
'extended’ benefit a right; but this reforra was reversed by lU 
successor, which tmroducf^ in 1925-6 a lystcm of'transitional* 
benefits payable only at tlie Minister’s discretion. There foDowed 
an acute controversy over disqualifications of applicants said to be 
**not genuinely sacking work.” In 1930 the second Labour 
Government again relaxed the condidons^ and also transferred 
the cMt of what by then billed 'unoovenanted’ benefit to the 

State from the Insurance Fund^. which had been rinidng further 
and further into debt. The fall of the Labour Government during 
the financial crisis of 1931 was followed under the Nation^ 
Go\t:mmetit by drastic eh^cs, mduding the institution of a neiv 
system of 'tratksitlonal payments^ subject to a fkmity Means Test, 
which w^as widely resented. This was followed in 1934 by the 
division of the scheme into two. Unemployment InsiirancCj on a 
strictly contribumry basis, was sefiarated fiom Unemployment 
.Assistance, which was thereafter paid for by the Exchequer; and 
the latter was placed in the hands of a new body, the Unemploy¬ 
ment Assistance Boards which was to continue to administer a 
Means Test and was also gradually to take over fiom the Public 
Assistance (Poor Law) auEhorities most forms of relief to able- 
bodied persons. The first scales issued by the U.A^B. led to to 
much resentment that they had 10 be withdrawn, and improved 
scales substituted; but the family Means Test was retaioed in a 
modified form until i^t, wheoj under pressure from the Labour 
Ministers in the Coalition Government, a persona] Means Test 
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was at length pui in its place. Before chis^ in t 94 ^t rates of benefit 
tinder the insurance scheme had been raised to for meiiT and 
tSF. for women, with ch-ildreo's allowmnoc at 45. for each child* 

Under the Acts of igt t and 1920* Trade Unions, where they 
had private schemes of their owTi, were allowed 10 administer 
state unemployment benefit on behalf of their members. 'Hie 
severe and prolonged unemployment of the inter-war periodt 
however^ made many Unions unable to mainEaln their own 
schemes, and there w'cre also diflicuJties over the conditions of 
adminiitration of the State schemes. Com^ucntly, the scheme 
come to be admintstcred for the great uiajority of workers directly 
by the State. Moreover^ the idca^ entertain^ at the start, that 
industries might be allowed to contract out of the general scheme 
by setting up schemes of their ovm^ providing for the maintenance 
Of their own unemployedj ^vas dropped when it became plain that 
the effect Vi^ould be to encourage industries with litde uncmploy- 
ment to contract out, leading the general scheme to bear all the 
hca^’ie^ liabilities. 

(J) FmsiBns for Biind Pfrsoas, instituted under the Blind Persons 
Act of tgoo, on a non-contributoiy bans. These pensions w-ere 
made payable at the age of 50, until in 193S tlie age was brought 
down to 40. The Act of 193® also required local authorities to 
make proviaiou, apart from the gener^ system of Public Assist* 
anccj M>r other forms of aid to blind persons and thtir dependants* 

{*} CBRtnbiilQTy Fmsi^ns for IVidoit-s^ OrpHmi end Elderly Fmmry 
losQtutrd under the Widows" p Orphans^ and Old Age Con¬ 
tributor)' Pensions Act of 1925. This Act provided old age pen- 
sjons of itss. a week at 65 to persons insured under the Health 
Insurance Scheme, and smiiJjar pensions to their wives when 
the husbands reached the age of 65. It also provided itM. a week 
and dependants' allowances for young children to wido%vs of 
insured cnen dying after 19*5^ 1 ^- ^ w?eek for orphans. 

Widows' Pensions wem extended in jgag to widows of 55 or over 
whose husbands had died before 1926; and in 1937 then; was a 
fujthtr extension on voluntary lines to widows of pOTons who 
were not cmTred by health Insurance. Finally, m the 

general age for old age pensions yw brought down to €0 in die 
case of w’omen, the age for men bdng left unchanged at 65. 

(/) Urtempi^mt Asilstancif introduced in 1934 in lieu of 
^uncovenanted' benefu or "transitional* payments under the 
Unemployment Insurance Acts* Uncmploymejit Assistance, as 
Yve haY^e seen, Yvas given on a national scale laid down by the 
Unemployment Assistance Boiu d, subject to a Means Test (lee 
p* 552). At the outset it was limited to pereooa Yvbo bad run out 
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of‘covenanted' insurance benefits; but in 1337 a number of other 
persons \vere transrened from Public Assistance to Unemploy¬ 
ment AssisLance, on the ground that they were perwas seeking 
employment and nomiaJly living by wages. The scales of Unem¬ 
ployment Assistance are too complicate to be dcKribcd here. 
The re^-ised scale of 1036 provided basic rates of i6j. for a man, 
24J. for a man and wile, 15J. for a woman living aloiic, and vary¬ 
ing rates from jf. to Br. for children and adolescents, and of tor. 
to Br. for adult dependants. 

. («) Supj^TntJiJaiy Petuions, introduced in 1940 for old age pen¬ 
sioners and widows over 60. and placed under the administration 
of the Unemployment Assittance Board, which then became the 
Assistance Board. The Assistance Board also acquired a number 
of new wartime functions connected with relief of the needs of 
bombed-out and evacuated persons; but it does not seem ueecs- 
sary to describe these purely temporary arranigenientj. 

(A) Tliia aoeount would be seriously incomplete if noihiug were 
said of the changes inuoduced into (A« Poor Law syrdsm by the 
Local Government Act of 1939, This Act abolished the separate 
Boards of Guaidians wiuch had administered poor reliefrinoe 
1834, and handed their functioos over to die County and County 
Borough Cou ncils, Poor Relief was renamed dJiiiteflw and 

was ^Ei^er administered by Public Assistance CamnJtteea 
appoint^ by the Councils; but the basis remained local, with 
local differences in the mlcs and oondidons aocoiding to the vary¬ 
ing VIEW’S of the Councils in different areas. There was no intro¬ 
duction of a uniform national system like that administered by 
the Unemployment Asdstance Board, though in practice there 
was some ttuidency to assimilaic scales and conditions under the 
influence of the Ministry of Health. The Act of loag was also 
unportant in many other fields, as it transferred to the local 
CounciU a wide range of separate services (c.g. poor law hospitals 
and u^nnarms) previously conducted under the Boards of 
Guardlajis. 

r margin of the public social services stands the system 

or l}^kmtn I Con^nsatioB, inaugurated in 1897 as a development 
ot the principle of employers' liability. At common law, apart 
statute, an employed persou can sue his employer for 
damages jaused by the employer’s ncgligenoe. Up to 1880 there 
was no nght to sue where the ucgli^nce was that of a f^ow 
cmploy«, and not of die employer personally, such actions Ki-ing 

doctrine of 'common employment.' 
ihe Employers Liability Act of 1880 removed this barrier, but 
left recovery of damages open to the workmao only when his 
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mjury was due to negliscnte on the part of the employer or Im 
agent, who might be a fellow employee. The Workmen’s Ojm- 
fw^don Act of [097 introduced the quite new principle of a 
i^ht to compensation in respect of accidents arising out of or in 
the course of the worktmm’s employment, whether there was any 
question of ticgligcnce or not. iTie Act of 1897 applied only to a 
prtwibcd range of dangerous industries, including mines, fac- 
tones, railways, and the main typo of building and construction. 
It was extended to agriculture in 1900, and to practically all 
employments, except home-workers, in 1906, but non-manual 
workers eammg more than a year were excluded This 

income limit was raised in 1933 and again in 1941. There was;. 
howwCT, stnctly speaking, no state scheme. The injured workman 
was left to seek compensation in the county courts, which ihere* 
after spen t an, increasing proportion of their time in deaiing with 
compensation cases. Compensation could take the form either of 
a weekly payment oflimiied amount or of a lumpsum, and there 
was increasing pressure fhan the insurance companies, which in 
practice took over the employer’s liability, to get lump sum pay. 
ments accepted in cases of serious duability. Weekly navmwts 
were onginaUy limited to a maximum of 4:1 or 50 m tint, of 
nonnal w^cs; but the maximum was raised by 35 per cent in 
1917 and by a further 50 per cent, to a total rise of 75 per cent’ in 
1919, In 1923 the maximum was fixed at 30r., and a scale was 
fixed alloiring payments up to 75 per cent, of norma] wages for 
the iowc 5 t-paid worken^ In 1940 a supplementary' aJJowance of 
y. >va3 added* and also a children V aJlou ancc of at. each for xht 
first tivo children and jj, for others. In case of death the original 
maximum payment was three years’ wages up to a total of £300. 
The Act of 1923 provided for additional allowances in case of 
death for dependants, subject to an all-in maximum of jfGoo. 
In general, weekly payments made before death could be 
deducted the sum payable at death. There was no connec¬ 
tion ai all between the workmen’s compensation scheme and the 
rest of the social services; nor did the State assume any respon¬ 
sibility for ctunring payment in the event of die employe's 
default. ' 

(j) In addition to these public or quari-puhlic social services, 
there existed a large body of insurance and charitable services 
conducted by private bodies. Some Trade Unions paid unemploy¬ 
ment benefits in addition to those under the state scheme; and a 
larger number provided sickness benefits and death benefits. 

A fcw' provided superannuation payments; but all these services, 
except a small funeral benefit, were usually within the reach only 
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of aitUlcd workers Mr^ho could afford a rclatk'cly liigh Trade Uitioo 
contribution of u- to 2J. a weekn Friendly SDcJctks, suth as the 
Oddfellowii Druids and Foresters, provided ricknesa and death 
bencBts on a laT;gcr scalc^ but not unemployTucnt benefits* Collect¬ 
ing Sodctieii and Insurance Companies did a stUl lai^er buiiiiess 
in funeral insurance, endowment poUdes, and other types of 
'industrial Jnsurancx.^ ConunerdaUy conducted jnsunmee muaJly 
involves both very high administrative because of the system 
of w eekly coHectioas by agents working from doert to door, and of 
the large proportion of*"lapsed’ policies^ on which payments are 
never completedH In 1939 there were no fewer than 103^000,000 
current industrial maumnee policies—mote chan two for every 
man, woman and child in the country—and the premiums paid 
amounted to 74,000,000, out of Avhich £34,000,000 went on 
management expenses apart horn profits. There were in addition 
a number of insurance run hy firms for their workpeople, 

usually on a contributory baM with financial aid from the firms 
concerned. 

^it) Tftf Chtidty Organisation Socitp and a number of other charit¬ 
able agencies out sums in relief of distress, usually on a bads 

of "case-work*—that is, study of the position of each applicant with 
a view 10 helping those who were regarded as "deserving’ and 
especially thoK whom some help might render better able to help 
themselves. Many more fpcdaliscd charitable agencies existed to 
help particular classes of persons {c.g, dbeharged soldierSf dis¬ 
charged prisoners, orphans, Jews), or those sufrering from some 
special debility (the blindi^ the deaf, those nccduig artificial 
limbs, atid so on). Some of these special bodies received granted 
fimm the State or Irom iocaJ audioriti«^; and a number of them 
viwked in a sort of partnership with the statutory ageudes. They 
are much too numerous and diverse to be describi^ here, in many 
cases they gave help chlefiy in Idnd^ or by grantLng money towards 
the purchase of necessary apparatus or the cost of specM treat- 
ment 

Tht Poluniary hospitaii stood m a special poridon. They^ had 
been financed to a growing extent in mocnt years not by donations 
from the wealthy but by tveeldy subscriptions firom working 
people to Hospital Funds or Assodaiions. There were about ten 
milhon contributors to such schemes, representing with their 
dependants at least half the total population. About half the total 
expenses of the voluntary hospitaJs were met in 1939 out of pay¬ 
ments from patients or potential patients^ cidier directly or on 
a contiibutory basis. 
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77 te Bmridgf Pl^m and fh£ Govmminfs Fropos&b Outlmd 

The question before Sir William Beveridge was how best to 
build ou the foundation of this haphaaaM collectipn of social 
aervioes^ graduaUj? created over a long periodg but entity 
unco-ondinatedf a comprchcttsivc plan of'ftodal Kcurity” against 
want due Co any of the commDn contingencies of modern It 
was obvious that the existing services lcf\ a great many gaps and 
were at most points entirely inadeqinite ev'eti where they did 
make some provisiofL There vm& no logic about them—for 
example^ there was no good reason w^hy an injured workman 
should get much less when he was sick than when he was unem¬ 
ployed^ or w^hy a workman who worked not for an employer but 
*on hb own* sliciulci be left out. It was absurd tfiat wives and 
children of insured men were excluded from health insurance^ 
that persons insured with different Approved Societies got widely 
varying benefits in return for the same concrihutionSr that there 
w^ere several different Means Tests, admin btered on quite 
different tmes^ and several vstrying scales of children's allowances. 
It was plain that the funetal benefits provided hy Insurance Com¬ 
panies and collecting sqcictira w'Cre indefensibly costly to the 
msuredj and amounted to a ^ramp* for the benefit of investors or 
Lnsuranoc agents^ or both- It was no legs plain that workmen"'! 
compensation arrangements were most unlairi both because the 
sums payable were too low and because those who needed speedy 
help were subject to unfiiir pressure to accept lump sums in place 
of weekljf payments, w^hich often involved long delays^ It was 
clearly ndiculota to hav'e several different government depart¬ 
ments adminislering separate insurance schemes, to have some 
schemes contributory and some not, and to have the State 
financing some schemes fjiirly genjCTOusty^ some in most niggardly 
fashion, and some not at alL 

Sir William Beveridge's starting point was Sodal Insuianoc, 
and he had not a free mandate to range over the endre field of 
social service. For csamplei tliough it was evident that any satis¬ 
factory scheme must embody a comprehensive pmislon for 
medical service, on a much wider foundation than that of the 
medical part of National Health I nsuranoPp it wo* baidly ivithin 
Sir William's mandate to say how such a service ought to be 
organised or to enter Into the many complications that were 
bound to arise in connection with it over the position of the 
doctors, of the voluntary* hospital^ and of the loioJ autlmritics. 
Sir TA'iiiiajn in foot did no more (though that Indeed was much) 
than make the eslafalishmcnt of a comprehensive system of 
medical attention for the whole population one of the basic 
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assumptions of his Rqwrl, Iraving the details to be worked out 
elsetvhcre. In the cose of children’s allowances, 'which also fell 
outside the held of social insurance, as it had already been 
practically dedded in meet their cost out of the proceeds of 
general taxation, Sir Williain could not limit himself so much, as 
it was impossible to wort out appropriate scales for other benefits 
without making some definite assumption about the sums that 
were to be paid out in children's allowances to households of 
various sixes. Accordingly, he did discuss at what level children’s 
allowances should be fi^d; and this invol\'ed taking into account 
the extent of the 'allowances’ in kind that the State was proposing 
to provide—school milk, school meals, and anything cue that it 
might be dedded to supply directly instead of leading it to the 
parents’ discretion. 


CAiWrffl’j Ailftwances 

The conclusion which Sir William reached on this question was 
that the ordinaty rates of wages ought to be feted at a level 
adequate to provide for the maintenanoe of the first child and 
that accordingly for those -who were in good health and in 
employment alknvances should be payable only for the second 
and subsequent children. On the other hand, when the parent 
normally earned the child's keep was ill or unemployed, the 
aUDi^-ance should be payable for the first child as well. Tlic rate 
proposed by Sir William Beveridge wa* Bf, a -week for i ^r b 
in addition to the services to be provided in kind. This was on the 
assumption, common to all the proposals made In his Report, of 
a price-level <15 per cent, higher than that of the pre-war ^riod, 
and Su- WilUam contemplated that the actual rates wo^d be 
adjusted to ht the post-war cost of living, whatever it miEhi turn 
out to be. ^ 


M against ihb figure of Br., related to a 35 per cent, rise in 
prices, the Coalition Government in its pioposaJs of September, 
promised only 5J., without any provisioq for adjua^eni to 
oflikt increased prices and despite the fact that the coat of living 
had akeody risen considerably since the preparation of the 
Bevendge Report, The Government’s spokesmen argued tliat 
evcnti^y dknvaiic« in kind would reach a value ofabout as. 6rf. 
a wc^ ““ claimed that the Beveridge ratca were higher than 
the Exchequer coidd be asked to afford. It was^^cntly 
pomted out by the Govemment’s critics both that it would be a 
loiw tune Ufore the proposed services in kind could be got into 
full operation, ^ that the rates proposed contrastirf most 
unfovDurably with Uic i w. allowed to children of serving soldiers 
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and were plainly inadequate to meet the ex[>ciac nf keeping a 
chUd in rea^onab!* health and qomfort- 

Hie main part of the Beveridge Report %%aa Ooneemed ^ith 
three ^ups of qucstioni—maintenance of the sick^ the tempo¬ 
rarily meapacitated, and the uiiempla>'ed; provision for old age; 
and (^mpcnaaikon for industrial injuries and tUsenju!?^ or the sub¬ 
stitution for it of some altemadvc s^-stem of maintenance. Working 
on the assumptions tliat there would be a comprehensive public 
medkai service and that tlic numbers of the unemployed^—and 
especially of the longterm unemployed—would be greatly 
reduced by the adoption of a policy of TuU Employments^ 
Sir William Beveridge had to deal mainly widi the question of the 
amounts and cxi>nditiotu of the caali incomes to be publicly pro¬ 
vided for the sick, the unemployed, the injured^ and the retired, 
and vrith the extent to which the potentiid recipients should be 
called upon to contribute campulsotiiy to the cost of these 
services. His object as far as pcsaiblCp to fuse all the separate 
schemes prriiously in txisicnce into a single comprehensive 
sdiemet which would go as far as was pracUcabJc to^va^ds the 
prevention of all forms of want except those acisitig from unduly 
Iqw wages or sheer refusal to accept reasonable conditions for ihc 
receipt of public lidp^ 

Thi for Uniform Einffsts 

The first and most obvious problem to tackle was that of the 
entirely irrational difference between the benefits provided for the 
rick and for the unemployed- It was dearly mdefcnjible that there 
should Iw no dependants’ benefits under National Health Irtsur- 
ance, whereas they had been provided under Unemployment 
Insurance since igsr* It was absurd that the State riiouM bear a 
much smaller proportion of the cost of rnaintemince in sickness 
than in unemployment; and ii was profoundly unsatisfiictorY that 
hoih tj'pes of benefit should be limited in duratfoUp so that the 
long-term unemployed should be driven to the Unemployment 
Asris^nce Board and those suffering from protracted illness to the 
Public Assistance Committee. It could, no doubt^ be argued that 
it was of the essence of an insuram* scheme that its benefits riionld 
be limited in duration and that on no other condition could its 
‘actuarial’ character be preserved* But this priadplc, though 
implicit no doubt in schemes of voluntary insurance/has no real 
application to a compulsory schemi; in which all w-orker^ have to 
take part whether it Is W'orth their \vhilc or not* The ’worker who 
is in a safe Job for life cfVidcatly lotscs by paying a weekly conttibu- 
doa to^vards ^insurance’ against unemployment: what he pays is 
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not really an iiujurance contribution but a tax. The ralring of part 
of the cost of social "insurance.* from contributions is mtnely a 
of spreading the inddcncc of the taxadori difftrendy: it ensures 
that to a substantial exteni: the working classes shah pay directly 
for one annilier^s social sciviccs. imtead of leaving them to be 
Jinanced out of general taxation. Whether this be^irs mon; or less 
unfairly on tlic poor depends of course on what the general taxes 
are—hnw low down the scale income tax U Icviedp what pro^r- 
lion ohoLal revenue is dravm from indirect taxes on consumptLonj 
and so om But it is nonsense to suggest that a state scheme cannot 
provide benefits luiUmitcd in duration^ merely because a part of 
the funds ii raised by weekly contributions levied on employers 
and employed. 

Duration of and the Mraits Tfst 

Accordingly! Sir William Beveridge proposed that benefita for 
both unemploymeiit and sickness or other disability should be 
unlimited in duration—subject in the case of disability to proper 
piedical evidence and in the case of the unemployed to the accepu 
ance under reasonable safeguards of the need lo accept a job in 
a new occupation. In order to make these safeguards work con¬ 
structively * and not as mere means of checking abuses^ Sir WtlUam 
proposed that there should be provision for making benefit* after 
a period, conditional in the ease of those oui of work on the 
acceptance of training for an alternative type of job^ and in the 
case of the sick or hicapacitated on their undertaking any pre¬ 
scribed courses or measures of rehabilitation. Trauiing Benefit 
was* indeed, not to be Limited under the Be^'ciidge Plan to the 
unempbyed: it was to be available for all who needed it. The 
Coalition'Government, in its social security proposals^ retained 
Training Allo^vanc)Cs for the unemployed* but not as a condition 
of the continusnee of benefit. Aa against this, it dropped all 
specific provision for rehabilitation, presumably leaving tltat 
matter to be dealt with in connection with the proposed Health 
Service- 

Vthskt was much more flciious was that the Government, in its 
While Paper of I944t refused to make cither Unemployment 
Benefit or Sickness Benefit unlimited In duration- In relatioii lo 
Unemployment Insurance* thii meant that workers who had 
exhausted their limited right to benefit (30 weeks was the limit 
proposed} would still have to go to the A^tance Board, where 
the Means Test would eotidnuc to be applied. In relation to sick¬ 
ness, it meant that after a much longer period (g years was the 
proposed maximum]* a sick or incapacitated person would be 
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transfcned to a new InvaUdjty Bcncat at a jubstMU^y lower 
late, though it ia difficult to k* why hU oeeda jhoidd have b«ii 
*o»pos^ to decrease with the prolongalion of hu incapaei^. 
What the Coalition Govmmwnt was in effect ptopt^ng was ^t 
the incapacitated worker should be pensioned off after three 
years at a rate cquiU to that which it was proposed to pay W 
persons retiring in old age. As wc shall sec, the rai« which it put 
fniw'ard for such did age pensioners were very iiiad«iuatc; and it 
was this inadequacy that led to the anomalous propos^ t^t the 
worker suffering from prolonged illness should have his beneht 
reduced- There w"is, however, to be no tiine-linut m rt^ct oi 
this reduced benefit, when it was payable. But, whercM Sickness 
Benefit was to be paid not only to employed persons but also to 
other insured persons (self-employer^ etoi), this class was 

not to be eligible at all for Invalidity Benefit, and would thus have 
to go to the Assistance Board lor help in case of prolonged illness. 
Moreover, S idutess Benefit was to be granted, except to empli^d 
persons, only in the event of the illness lasting for more th^ tour 
wi^ Tlie Labour Government's National insurance Bill of 
iQid largely foUowed in these ncspecu the Uncs of the <^htiOQ 
White Paper, but made some notable improvcinents. Sicknra 
HcncBt was inadc urilimitcd In diiJirsticin.i Uncroploymcstt Bcociit 
was again statutorily liiuitcsd in duration—HO ito day* but a* a 
temponuy measure for tbc first five ycarsdiscrcMnary powder was 
given to the Mmislcr, on the adtticc mbimals, to continue 

benefit for such ftirthcr period a* hi: might deem fit, 

Injury and DtsablfTntnt 

Thus, the Coalirion proposals in respect of both imeraployment 
and mvalidhy fell a long way short of givirig reasormblc ^uoty 
of incomcy and a long way behind the proposals of the Bevendge 
Report. The Labour Gm-emment went some way» but not the 
full tn what the Report had proposed. In die matter of 
industrbl injurid and oecuparional disease* the position 
complicated. The Coalition Gov-tiMnent i^recd wth Sir William 
Beveridge in wishing to abolish the €;usting form of Workmen a 
Compensation, with it* continual lyooursc to the law courts^ and 
to substitute for it a Ibnn of social service beneut. They also 
agreed in wishing to abolish the abuse of lump sum payments^ 
Vk'hich were often forced on the ’^vorkman because he could nnt 
afford to w-ait until the courts had dealt with his and assessed 
a 'vs'eekly payment. But they diflfcred from Sir William about the 
nature of the benefits thai were to be pven instead of compena- 
tion aasosed by law. Sir William wanted to get over the difficulty 


abSr fh^T ^ previding for an aUowance pay- 

u IJ" 't "urabP'- of v^wks from xhc date of the inS 
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makir^ benefits equal for all, irnupccdve of previous jneaiu. On 
tlic other hand, a skilled workman who meets writh an aecidcot 
that disablo him will, under tljc flat-rate syaicm, experience a 
foil in his customary standard of living, whereas the less 
duU^ workman will not, or will do so only to a smaller extent. 
Sir WiUiatn propos^ that in industries particularly exposed to 
MCident or occupational disease there should be a special levy on 
the firais employing labour in order in meet part of the heavy cost 
of compensation. The Coalition Government rejected this pro¬ 
posal, and elected to put the new flat-ratc bcnefiis on the basis of 
flat-race contributions urespcctive of the accident record of par¬ 
ticular occupations. On the whole, I am inclined to think that in 
both Uicse matters the Coalition Government was right but ih« 
It should alsQ^bave made it possible for skilled workers or others 
who are ^tively highly paid to contribute to a siippJemcntarv 
scheme of higher Disablement Benefits, of which the State should 
have been r«idy to meet part of the cost. 

Tht Permms Probltm 

Much the moat difficult matter witli which Sir William 
Bevendge had to deal was that of Pensions, including both Old 
Age Pensions and Widows’ Pensions. The problem of Old A« 
Peitoons was peculiarly difficult because of the rapidly rising pro- 
portjpn of elderly people in the total population. As we have seen, 
whereas m 1911 only about 5 per cent, of the population of 
England and Wales was over 65, by 1931 the pciccntage had risen 
to 7-4. It oyer 9 per cent, in 1941, and by 1971, apart from 
war Castries, it is expected to be nearing to.* This, of course, 
means toat any pension scheme that is mEant to cover the costs of 
decent living 15 bound to be expensive and to invoLve a rapidlv 
rising cost, ^ ' 

T^e Be\'eridgc Report pmpcired to deal witli this difficulty by 
beginning with a scale of penstoas admitted to be entirely 
inadequate—though substantially better tlian the existing Kales— 
and by gradually increas^ the amounts paid over a period of 
twentv years, during which contributions 'ivould be coming in. 
The effect of this would have been to reduce the cost to the State 
d unng die early years of the sodal security scheme as a whole, but 
substantially to increase it later on, as the ctmtributions accruing 
on account of the deferred pensions could be used to finance any 
part of the ^eme in the mcaiuimc. Tlie Coalition Government, 
however, reject^ this plan in favour of a fixed sc- a l r of pensions 
to be brought into force for the moat part at once, but to be 
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extended to flasso of penons who wm not ooncnbuton to the 
eiistit^ contrihuiory scheme only after payment often years’ oon- 
tribuliona* In order to reduce the cost involved, the Govermnent 
feed A scale of pensons a long way below the scale proposed for 
ftnal adoption in the Beveridge Report—a scale, indeed, plainly 
inadequate to afford a tolerable standard of life at exislinir or 
prospective prices. ^ 

The new kind of Old Age Pension, which was to replace in d ue 
course both the contributory and the non-contributory^ schemes at 
Resent in force, was called by the Coalitioi] Government a 
Retirement PcnjaoQj and was to be paid only on actual retire¬ 
ment ftom regulAT svoricT For each year for which retireincnt tvas 
postponed beyond the statutory pensionable age-^5 for men and 
DO fiw women ^there was to be a small addition to the amount of 
pension that could be claimed when a person did actually rciiie 
pesc prqp^s were in accordance with the Bc^ eridae Report, 
r y desirable, in vieiv of the mercasmn proportion 

of old people, and of the proapccrivc adoption of a Tull employ¬ 
ment pohey, to encourage elderly people who were siiU fit to 
continue at work and thus to reduce the burden on the rest of tlie 
population, Postponement of retirement must of course, be 
wholly volimtajy; and no sensible person will want to see old 
people ^1 working when they are past work. But there is much 
to be said for the «ew ihat fit old people are likely to be happier 
w-orking ^with noi^g to do^-cspeoially if ihe Retirement 
F™on is feed too low to aUow them any margin above 
al;>«oJiitcJy necessary ccpcnditufr. 

Coalition GovcTnmCTfs plan involved the disappearance 
of the pe^on which had been previously payable to kreJdcTlv 
peiwn who had been a contributor even if he or sh* remained at 
work; but it was of course proposed to safeguard fiilly the riahts 
of existing pensioners to go on as they- wmr. Undw the ww 
scheme, when a man rea^t^ 65, pension was to be dahnablc in 
Tt^t ^ bis w&, rfhe had one, irri^jective of her atre or the 
^e. If she was fo « over, was to be cnUtlcd to daim l^ipame 
pension if she wtdicd, sTirtiaw 

The L^our Government, in its Act of 19+6, raised the rale of 
pcDnons from 30j. to afif. a wicek forsinelc persons anH rmm ucc 
to 4^. for married couples. It also laid down that no redtclTon^f 
pennon on account of earnings should be made in the ease of men 
connnmng to work after 70. or of women after 65. ft fuith^ pro¬ 
ved for an mcrease ofar., m place of ir„ 3 wwk in the rate of 
pennon for each year for which a man or woman continued to 
work after reaching pensionable age. The Labour Govcminent 
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thus split the. bet^'een the rates propused m the ^"hitc 

Paper and thr tdtimdi£ rates put fonvard ia the Beveridge Report. 

Widows’ Pensions raised a number of special problems. Both 
the Beveridge Plan and the Coalitioti White Paper proposed to 
make them available for all dasses of widows^ and not only for the 
widows of employed men^ It liad, however, been question^ 
Vk'bether there could be any justification for paying a pension for 
life to a youiigish widow who %vas Icfl without dependent chlldrea 
and was physically capable of earning her own living. U nder the 
old sebe^ such pensions were payable, lo t¥idows of insured 
men; and it was not proposed to d^turb e^iidiig cases. Bui for die 
fijture, the Beveridge Report and the White PSper agreed, jotne 
difiercndation ought to be made. Ail widows were to become 
entitled to a Widows^ Benefit for a limited number of weeks— 
13 weeks were proposed—after die husband's dcaih; and there¬ 
after Guardian j^nefit (later renamed 'Widowed Mother's Allow¬ 
ance'} w^as to be paid to widows with dependent children and, at 
a lower rate* Widoivs' Peniions to other widows over 50 at ihc 
tune of widowhood. Widoivs without children, who were under 
50^ were to get a still low^ pension (iot+— the previously catisting 
raie) if they were already, before the new scheme started^ married 
to men insured under the existing scheme. If not, they were to gel 
DO pension unless they iivcie otherwise qualified. In due couraC| 
women who received Widow's'’ Pemions wcit: to be transferred to 
Retirenicnt Pensions vdicn they reached 60 years of age. 

fierej again, the Labour Government's Act made improve¬ 
ments on the White Paper proposals. It raised the normal 
Widow's Pension from aoj. to 1261., and the rate Ibr a widow with 
one child fi^om a^r. to 331. 6dl It also lowered from 50 to 40 the 
^e at which widow's could reccU'C pensions if they were no longer 
in receipt of Widowed Mother's Allow ances; and it made better 
pra™ion for young widows who were for any reason incapable 
of supporting themselves. In other respects, It foUDwed the lines 
□ftlie White Paper. 

Seruffit RaUs and thi Prkf Lewf 

At this point It becomes appropriate to raise a general issue 
which 1 have deliberately left over until oow"—thai of the general 
money rales of benefit under the various heads. Sir William 
Bev'eridge had to work out his pLm fiiirly early in the war, at a 
tune when it was entirely unknown what the post-war level of 
prices was likely 10 be. In these dicumst&noefl it was Unpo$pbIe 
for him ID propose definite rates of benefit: the most be could do 
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^ tq take the cost of living broadly « ft (Am amj, ^ vras oak blJy 
re^oned to be and lo say what benefits he jegaidcd 03 apprj 
pnatc fl( laxlypfva, with the addendum that the rates would 
have finally to be odjiMted to whatever did lum out to be tbe 
post*w^ ctBt of Imng. Sir VVilliam, therefore, based Iijs fibres on 
a pnee level =5 per «nl. above the pie-v^ level, whereas, by the 
time the Coahtion Govenunent’s White Piipcr appeared inTQ±i 
the roe was wbs^nti^ly more than onc-Uilrth l^erthde^^ 
1^1 cases, the Qjahtion Government accepted Sir William’s 
actual figmes ^iihout any adjustment to the higher pricclrinir 
any protnue of future adjustmeot, ^ » 

'^m, when the Coalition Government proposed that Sieknru 
and mernpl^ent Benefit should be at thi^ of 
iMmcd couple, it omitted to adjust the rate proposed 1^1*0^^^ 
the higher cost ofiiviivg which had already oonie to exist bv^niA 
or to i^e any provTaiDtv for such adjuitmeni, and sitnilarlv 
^ough the scheme. For example, the aqj. rate protiofiwt^r. ft?.. 
Bevertdgc Report for a married couple in care^ o/^^i^^r 
uncmploynient wotdd become ass. 6 d: at a 
higher, and 4^. at a price levcT^ S Eh^ il« 

1939 - A child’s aUowancc offo. wluKSme^^r f 

mg conditions, rather over fir. fid. The DtODoslvt 

CoalitioDi IfVhiic Paper appcsaral it u-aj still initioWKL*™ 
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evident that aU the proposed^S of benefit^ouid "T 

^ctjuatc by the stand^Lud down in the BevJrid^^'!!!!^^^ 
Tlus applied emiceially to ilie Coalition Gwremin.. t*®* Report, 
rates for Retirement Pensions, as well as foi^^iyl* 
ancra. 351. fw a married couple, aod aoj. for a ibgfo Sw 
F? t" ^ "^living rata at any level of prices St 
blc^ to become atabbshed in the ncar^ture. ““ 

The Labaur Govern raent followed tlic Whlf-i. ^ - 

down fcrf booefia wid„„, 

them as die cost of living changed; but it 

which the preceding G^emment had proSTl^.f 

g»eraJ rate of unemployment and sickness benefit at 

ofa+r.; the allowance for (he first dtild (the othen Iwi^ ' 

undo' the Family AlJowances Act) at "Jj Gd. in r 

w-idow’s pensiou^nd the geuS 

instead ol^.; and the married couple^tpemion?^^” l 

3 ^.. VV-hether the*; rates will turn out ™ 

^ood, dop,«l, .he Wd ot w).»h ,he 


down. The Labour Govcrrnmrnt^t Aqt also provided for a quio- 
qucnnial review of tlit rates of Uenc^t *\nth particular regard to 
auy chartgei id the cxpenditTire needed for the pnescjvatian of 
health and working capacity." ^rhere ivaa no such pro video in 
the White Paper^ 


iZfiuEj and Locai Ralsi 

There was, morepii'er* the exceedingly difficult problem offonta. 
The rents which diflercnt households have to pay for equivalent 
aocommoc^tion vary extraordinarily and irrationally from case to 
case. This is partly on act^imt of local diiTerencses, such as the high 
rent levels prevalent in tJic London area; but it is due also to the 
pcculLir operation of the Acts providing for rent nontrah to the 
anomalies of the aptem of local rates^ and to the difTcrences in 
public hoissitig policy from one place to another. Rent control has 
operated, broadly speakings so as to keep down the rents and rates 
of those who have contmued. to live in the same houses; but 
changes in the Rents Acts from time to time have created a host 
of anomalies. Local rates on the other hand have usually been 
assessed on a basis which underraies the ne^vtr houses in com- 
parwD with the older, or at any rate with those that are not 
subject tq rent control; but in this case changes in assessment, 
which may be made at any time, may bring about a sudden rise in 
the rent-pliia-rat^ diafgc of hundreds of thousands of houso 
holders who can ill afford to spend a larger proportion of their 
incomes on house-room- Agnin^ there arc large diUeretioei 
betwTeen local CouncUs in the methods of foung rents for gouncU 
homes; and in addition to these difTcrcnca some Councils operate 
schemes of rent rebatics dependent in some places on the size qf 
the family and In qthixs on the family inoomc^ no tm schemes 
being altogether alike. Many authorities have no such schemes; 
and there are of course none in the case of houses provided by 
private enterprise^ 

The consequence of all this confusion is that rent (mduslve of 
local rates) fonua an immensely varLable ekinent in tlie coat of 
living of different households at apprtudiitately equal levels of 
total income^ If, thtm, social security l^nchta arc to be prodded at 
fixed rates, so as to cover basic living costs, it leems clearly decos- 
*ary to take account of what each household has to spend on rent 
and to allow for thb factor separately* This, however^ cannot 
easily be done; for the quesdon at once arises what standard of 
housing aDDOmmodation is to be allowed for* If rents roughly 
coincided with the quality of tlie accominodadon provjdcdi and 


if further there were plenty of altnmtive housci into which house¬ 
holds could move as their incomes wre curtailed, it would be 
possible to 6x standard rent alloivanccs. But Jn &ct neither of 
these oondidons is present; nor would it be desirable or practice 
able to fecc households with the altcmath'es of either moving into 
smaller houses, or laldng in lodgers, or going short of other 
necessaries of liJc, whenever ihdr breadwinners fcU side or out 
of work. 

Sir WiUiam Beveridge, after giving prolonged consideration to 
this intractable problem, arrived at the view that it ought to be 
solved in the realm not of the social security services hut of housing 
policy—by rationalbing rents so as to bring them into rough 
accordance with quality of accommodation, by providing enough 
houses to make tnovemem easy, and, perhaps, by differemial rat¬ 
ing in accordance with incomes or sizes of Hunilyn He therefore 
made no reoammendadon for any rent allowances in connection 
with his proposed scales of bencBis under the social lecurity 
scheme. In the long run, be was vc^ likely right; but he did not 
explain how the nltcmadve remedies to which lie looked could 
possibly be applied for a long time or, at any time, uideas hous¬ 
ing became a public service not merely for a small minority 
of the population, but for the great majority. The conclusion was 
unavoidable that the social sci^ty scheme ought, at any rate for 
the time being, to make provision fijr itnt allov^ances TTiis was 
dearcsi of aU in tlie case of London. In 193B, ofthe apiilicants for 
UncmploYmcnt Assistance in England and Wales, nearly 10 per 
cent, were paying less than y. a week in rent, whereas ovtf 
7 per cent, were paying over 15s. In Scotland over 30 per cenn 
were paying leas ihan 51,, and under t per cent, over 13J. In 
London, on the other hand, over 30 per cent, were payingmorc 
than tsr., and ncaHy 11 per cent, more than In fa« of such 
ducrrpancics, how could anyone mtimatc the sum which Ought to 
be included in respect of rent m a total benefit dcaigoed to pre¬ 
vent Want and to assure a National Minimum StantW of Social 
Security? Obviously no one could. Sir William cut the knot by 
arWtiwIy allowing ton for a Jamay and 6d. for a single indi¬ 
vidual as the rent aUocation within the total benefit which he 
pioijo^ with merely a subsidiary recommendation that the 
possibdjtim of regfomd or occupational differentUtioq of both 
benefits and contributions should be further examined. But this 
wmdd not ^ve don^c. It is a notorious fact that the poorest house¬ 
holds ust^y pay the largest proportions of total inc^ away in 
rents, and ofitn go short of food and other necessaries for this vWy 
leamn. It ti impracticable to deal with this problem by means of 
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rent rebates or differential rents ^ long as moat houses arc 
privately ovkticd. It plainly needed to be dealt with, at any rate 
temporaiily^ by jfomc system of rem allowances supplementary 
to social security benegts. 

It is, of course, case that tlus rent probtein applies not only 
to tJw si^, the disabled^ and the unemployed^ but ako to the 
worse-paid of ihe workers who arc actually in employmcai. It is 
a wider problem than can be dealt Avjth adctjuatcly the 

scope of social insurance and soebJ assistance schemes designed 
for those who axe not in work. But that was no reason for not 
dealing with the part of it tliat did fall w'i thin the rangp of these 
services—unless indeed it could be supposed that the State was 
ready to apply at once much oiore drastic mmedicfi over the 
entir e held. That the State was not ready so to act appears 
plainly from the iket that the entire problem still remains 
unsolved* 


Maierntfy Grants 

Thcie ate left lor consideration the pmposals for dealing %vith 
the needs of maternity and with death grants. The Coalition 
GovcmmcnE closely JoIlDitVcd the Bc\'cridgc Flan id its proposalt 
for smaU maternity gnmis to ah classes of w'oraen, and for 
Maternity Benefit ^ of 3^+ * week, restricted to vmmen who 
normahy earn then owm livings^ fbr a maximum of 13 weeks, 
presided they arc away from work* 'rherc w'^as no provision.j 
beyond tlic small grant and an alimvance fbr paid attendance 
over four weeks^ for the botisewife who docs not go out to work. 
She w^as to be excluded ftom Nfaterniiy Benefit on the ground 
that her confinement would not, like that of the woman eamcT, 
cause a posidve loa of household income* There might liave been 
some force in this if the >^fatcmity Grant and the Attendant’s 
Allowance had been made more adequate. As it stood, it 
definitely was not good CEiough. But it was left unaltered in the 
Labour Government’s Act. 


Fintmi Benrjits 

Finally there is the question of Death Giant, or Funeral Benefit, 
It WM satiaOictory that the Coalidon Government, after initial 
mi^jivings, accepted the Bet^cridge proposal to indude Death 
Giant (of ^30 fbr ad ults, with imaUcr amoiiiitsi for juniotsJ in the 
State scheme, as the State csould obviously give the insured very 
much better terms than the insurance compania which had 
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hitherto done the v»*ork. The Labour Act adopted thesr providons 
of the White Paper vsithout change. What \vm much less satis¬ 
factory w^aa that both the CoaUtion Government and the Ljiboiir 
Government rejected Sir WHUam Beveridge's further proposal to 
put the entire business of voluntary indtistrial instirance under a 
non-proht-majdng Industrial Assurance Board»wliich ivould have 
made an end of the touting for business through agents Avhich go« 
on under the Insurance CompaLnies and Ckillectnsg Societies. The 
reason for the dropping of this propt^sal in the first instance vv^as no 
doubt portly the dislike of pubhe entmrisc felt hy many nicmbefs 
of the wortime Government j, but niainly the opposition put up by 
the Insumncc ComponieSp which were naturally unwilling to lose 
a very remunerative type oT biiameaa^ The iiaumnce agent has 
hitherto combined wort for an Approved Society administering 
Sicicness and other beneSts under the State scheme with touting 
for funeral imtiratioe, endowment insurance, and other forms of 
private buALtiess on bcliaJf of his insurance company or coilccting 
society^ The discominuanoe of the Approved Society system wiO 
make an end of this particular ahusc of touting for profitable 
btiuness under cover of a pubUc scheme; but it would be very 
much better for the State to take over the whole industrial side of 
insurance^ and thus to give the voluntarily as well as the coni- 
pulsorUy inmred contributor the benefit of unihed and economical 
administration iind of disinterested instead of interested advice 
fiiom the agents employed. It h surprising that the Labour 
Govtmmept did not sec the adv^utage of returning in this matter 
to the original Beveridge Plan. 

The PiiMpecU HtvUtad 

We have now run, poroewhat cursorily, over the whole of the 
rriajor proposals made in the Beveridge Report and taken upp 
wholly or m part, in the Coalition Government's White Paper of 
19+4 and in the Labour Govemmenfs Act of Now that the 
Labour GovcmuiEnPi Bill has broomc law, though thert: is still 
plenty of room for improvement, a great step forward has been 
made* As recently as 1910 there was no public provision at all, 
except the Poor Law^, for cither sickness or unemployment, and 
none for old age except the newly instituted Old Age Pendon of 
and e\^en that was subject to a test of means. The device of 
compulsary insurance, though it had been appliad in Germany, 
had not been introducrd into Great Britain. Tli& agitation m 
iavoiir of fuller public provision for the needs of the sidk^ the dis- 
abkd, and the unemployed had just received a powerfiil stimulos 
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from the famous Mimorily Keport of the Poor I^w ComiiiLssiojij 
published in 1909^ and drmed by Sidney and Beatrice Webb; but 
there >vaa no dlspo^tion m officiid quarters to accept either its 
positive propofiois or its diagnosis of the propte's needs. 

Mialth tnsurauce and Iht Fand Doctor 

In the folJowing year. 1911, came the Rational Insunmce Act, 
sponsored by David Uoyd George^ With the cash benefit pro-' 
visions of this Act I have dealt aJrtady; but in addition to 
inaugurating SieJmess Benefit and Unemployment Benefit it 
made a beginning with the provision of a puhlldy organised 
medicaJ service on a basis of compulsory irusurancc. 'rhe Act of 
1911 set up the system of pncl pmetice, whereby general prac- 
titioners, m rctitm for capitation fccs^ over the amount of which 
there keen dispute, undertook the medical rare of the dai^ 
subject to compulsory itisiiranee, but not of their dependants^ 
who \^^re left cither to pay fees or to be covered by private con¬ 
tributory afrangeinents, or to go uithout medical attention even 
when they clearly needed it. 

The panel s^lcm enabled the doctors to oombine private prac¬ 
tice with wwSdng under the state scheme. There existed, even in 
1911^ a small body of doctors v^ho keenly advocated a State 
Medical Service stirfTcd by salaried practitioners and open lo the 
entire population free of charge. But their views carried no 
weight: their voices were drmvned by the clamour against taking 
aw^y the freedom of the doctor to tvork fbr profit and the 
^ilcged freedom of the patient to choose his doctor—though in 
practice this latter freedotn was often illusory and there was no 
reason why there should not have been at least as much of it under 
a of sa^ried practice^ The panel system, as wie have seen, 

provided the instirctf workers ^vith a general practitioner service^ 
but not >vith cither coniailtanE or specialist service or the fhcilides 
for institutional treatment* There had indeed been grerwing up 
gradually^, since the Sanitary Act of iS66^ a system of publicly 
prox'ided isolation hospitals for the treatment of infectious dis¬ 
eases^ and the poor law^ authorities had thdr own system of 
hospitals for the treatment of the sick poor. But there wna, until 
rio general acceptance of the principle that bospitrd pro¬ 
vision for tlic whole range of diseases needing institutional treat* 
ment should be a funct ion of the local authoriUes; and even after 
1936 this prindple had been very imperfectly carried into clTcct, 
if we count the voluntary hospitals as in effect co-ordinated 
Avith the public system. 
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Chm^fig Vkttu m At HeelA Pnblm 
Since 1911, when the panel system was introduced, there have 
been very great changes both in medical and in lay vie^vi concern¬ 
ing the heidth needs of the people. Nobody would now defend the 
view that it is enough to provide the public—much leas only a 
seetbn ofit—with a general praedtioaer service, and with nothing 
more. Modem opinion stresses the imponanee ofdoing everything 
posable to preyent iU-heaith, as well as to treat disease■ to secure 
expert diagnosis, which, in difficult cases, the general practitioner 
cannot be expected to provide; and to promote co-operation both 
between neighbouring doctors with complcmeniary tltilU and 
bem-een doctors and public in spreading Iwmvlcdge of the con¬ 
ditions of good health and in promoting improved sanitary habits, 
^ene has been developed an extensive school medical jcrvice of 
inspection and treatment of minor ailments, at least a beriming 
of provision of maternity and child welfare dinica, and a still 
rudrmentary industrial h^di service, which has not spread as yet 
beyond the large factorira, and difTcn greatly from factory to 
factory in both range and efficiency. For some time past the 
leadii^ medioa bodies have accepted in principle the n«sl for a 
much more comprehensive health service for die Tnajji body of the 
people, including the supply of adequate speeLaliat and institu¬ 
tional servioes; and there has been a growing advocacy of'Health 
Centres’—a term which has been uied to cover a w ide variety of 
projects, ranging from a sort of community centre to which all 
kinds of people would look not ordy for doctoring hut for every 
service ministering to the OTcserv-arion of good health, to a pro¬ 
fession centre, from which a group of doctors would condurt a 
combined prarttce including simple surgical treatment as well as 
dispcnsii^ and general medical advice. 


A Rational HtalA iSimncr 

Tliis is the background against which the Coalition Gmcm- 
put forward in 19^ its proposals for implemeating die 
medic^a^ptions of the Beveridge Report, The Reporlhad 
pmposed that there should be a National Health SeryicT fiee of 
(J^tge. open to the entire popubtion, and pdd for partly by con- 
inbuttons under the gene^ social security scheme partly by 
^^xch«uw out of the pro^s of general taxation. W 
S^ce, Sir Wdfoim held, should be dcsigntd to cover dctual, 
ophthalmic, specialist and hospital treatment and die supply of 
well« the work of the ordiuary- practitioncr.^^^til it 
should be M organised as to enrare that no onc"^ihould go short on 
grounds of poverty of whatever was needed for the trfatmen t of 
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every sort of ailniefit or Such eqimUty is^ of course, m 

pracucc uoat tunable as long as povmy comJjiucs to exist; for 
malnutridon and bad en'viroiiincm are fbrtUe cau^ of UL-hcalth, 
and those who have to cam ilicir livings from day to day and 
have few or no rcscn.es cannot afford to take time oJT when they 
would benefit by it as easily as the i.%eU to-do. But, short of 
equahty, a great deal can obviously be done to raise the general 
standards; and the Beveridge Report a^umed that eveiything 
that could be done within the hnuts set by differences of income 
ought to be done. 

The Beveridge proposals at once gave rise to lavo livdy con¬ 
troversies, which are still raging to-day round the development of 
tlicm in die Coalition Govenmient's White Paper on A J^ational 
hfidth Smrkt, as modified in the National Hcaldi S^ce Act of 
1946. In thc^ first place* many doctors* especially among the 
private praedtiono? and among the more successful finan daily* 
have been strongly hostile to any plan which they tJiltik likely 
10 lead to 3 dcvcJfjpmcnt of salarira practice^ cspecialiy if such 

f practice 13 to be put in any respect under the auspices of the 
ocal authorities^ Secondly, and in dose conneeddn with the 
P^hit, the same groups of doctors would have hked to restrict 
the Nation^d Health Service to the poorer cLas^* in order to 
private, fee-taking practice in the ca^c of the better-oIT 
Tbs desire to li^t the range of the National Health Service 
was platnly inoonsistent w'ith the very foundation on which both 
the Beveridge Plan and the general sodal security plan based 
upon it neccssanly rest. These plans alike proposed to bring in all 
cl a ss es of the population as contributoi^; and it h impracticable 
to do this without extending to all of them the use of the services 
whicli are to be made available under the contributory scheme. 
It is, no doubt* quite possible to allow those who prefer to pay 
thefr doctors for services which they wil] be entitled to receive free 
of charge to do go; and this the Labour GovemraentV Act, as well 
^ the Coalition's White Paper, leaves them free to do. It cannot 
howev'er be easy to recoacilc ihb freedom with die securing of real 
equality of sejvice for those who pay twice over and those who 
pay oifiy on«. It has often been said that most panel doctors who 
also take private pajdng patients do not m practice give the same 
wrvicc both pcjups, aM it k undeniable that this is the case. 
It would be quite out of the question Ibr aU doctors tn give all 
their i^tients the same amount of dme and attention as have been 

£ ven in the past to a small minority of well-to-do pacienu who 
tve been prepared io pay fees for regular visits to thdr homes* 
even when there has been nothing much wrong with them . Nor, 
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of ccurstf can it be practfenbk far all pntft^nts to receive ihc same 
quality of service as has been received by a few who l^ve been able 
to afford high foes in exclusive nursing homo. ThUp however* h 
a separate qucaiion Jram that of the general practidotier service* 
which has t>cen ihc principal battle-ground between the rival 
schools of thought. 

Health Centres 

Mixed up with this question of paying patients b that of the 
organisation of the new public scA'ice. llicTe b A^ide support in 
medical elites as wdl as elsewhere for the idea of 'Health 
Centres'; but;, as wc have secnp many different [ntcrpreiatiqns are 
put upon the name. One aspect of it is that there should he a 
budding in which a numbea: of doctors should have their separate 
consulting rooms* and that this buildtng should include com¬ 
munal Visiting rooms* auxiliary nursing and other services, an 
operating theatre for minor operations^ a dispensary^ laboratories, 
and perhaps also the equipment required for maternity and cMd 
welfare services. But the question at once arises* if such buildinp 
are to exist* whether the doctors who use them are to continue 
individual practice in ihcm« each with his own group of patients 
paying turn Individually or through the State, or whether the 
doctors arc to prac tisc as a team* and if so, whether as partners in 
an enlarged private pmedoe* pooling fees, or as salori^ jservants 
of the public. Even in this as^t alone a Health Centre can be 
anything from a block of offices and coimilting rooms for a group 
of private partners CO a public institution run on a non-profit* 
making basis as an inicgi^ pan of Uic National Health Service^ 
Moreover* there is the fiirthcr question whether, if service in the 
Health Centres is put on a Marled basis, the dEUCtors who engage 
in it are to be allowed to accept piivaie fee-paying patients out¬ 
side the Centres* 

Th* Dociars and the Public 

lliesc questions get inextricably mixed up with that of the 
relations between the mcdkal profession and the public authori¬ 
ties noponsible for health services in general, A section among the 
doctors takes a strong line against "lay" control, and has demanded 
t^t the profewicni be organised into some sort of medical corpora¬ 
tion and be given complete immunily from any cnntrol by the 
elected representatives of the public. It is recognised that such a 
corporation would have to accept some responsibility directly to 
the State; hut objection has been taken to giving the loc^ 
authorities any say. These authorities, how-cver, are already 
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responsible for gcncml health conditions tn Lheir own and 

adEnlnistcr a bulge □umbet' of hospitals, liave conddcrable bodies 
of doctors in their saUined employment, and arc much too deeply 
involved to be left out of the new scheme, of w^bich a nnined 
hospital service forms an Rsential part. For many purposes it Is 
clearly necessary to group local au^odtiE^ on a regional basis in 
order to secure proper service, for which most local authority 
areas are much too smalL Such regional grouping is contemplated 
m ail the rival schemes that hav't: been pmpewd’ but the creabon 
of joint authorities dearly cannot do aw-ay with the final nspon- 
sibiUty of the elected local coundilnrs in the various areas they 
represent. 

It must not be thought tliat there has been united medical 
opposition either to salaried service or to some measure of ^Jay" 
control, llie esdsting system, under which medical practices are 
bought and sold, often for considerable sums, &vonra the doctor 
who has capital as against the doctor who has his own vray to 
make; and many young docior^ would gladly see it superseded by 
a ^tem under which they could hope to earn a reasonable 
income by way of salary instead of having to burden themselves 
with debt in buying a practice. Doctors already in salaried 
positions as Medical Officers of Health or m die Sdiool Medical 
Service, or in municipal hospitals or other public branches of the 
profession^ do not in &ct ustiaLly &nd the conditions so irksome as 
to be opposed to an ottension of the sy^cm* There b* ho^^'ever, 
among tnc gcnr4*al body of local practitioners^ as among other 
sections of the middle classes, an instinctive dbllke of anything 
tabellcd 'bureaucracy' which it is easy for the upholders of the 
s^^stem of private practice to exploit. 

NeverthdesSf the questionnaire issued in 1944 by the British 
Medical Association to aU its members, including those absent on 
war service, showed a large measure of support for a compre¬ 
hensive health service open to alL Slaty pCT cent, of those who 
answered were in bivour of a service covering the entire popuLi- 
tion without exception and not only the poorer strata, and only 
37 per cent, were against, Sbtty-mne per cent., against ^8 per 
cent.^ wranted a complete lice hospital and consultant scrNices: 
68 per eeuL* against 24 per eent.^ favouitri the setting up of 
Health Centra: 612 ^ cent.^ against 39 per ccciL, preferred 
salaries to capitation fees- and 53 per Cent,* against 33 per ccnt,i 
wished the sale of medical practices to be abolished* lire votes of 
the doctors serving with the Forc«, which were separately 
ccimicdp showed in every case substantially bigger majoKties— 
73 per cenL for an all-in service* 79 per cent, for a complete tee 
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hospital and consultafil servioet 8j per ccqL or Health Centrcsp 
74 per cent* for aalaHcSt and 6i per cent, for abolitipn o-f the sale 
of practices. As against thUp 51 per cent, of all doctors wlcd 
against a central administratiqn based On the Ministry of Health 
advised by a Central Hcaltb Services Council; but here again, of 
the service docfora, 45 per cent, voted for^ and only 41 per cent, 
against. The fear ^ bureaucracy and the desire for purely pro¬ 
fessional control were behind this vote. 

The Problem of Adminislraiion 

Indeed, in the discussions between the Coalitimi Govemnieni 
and the doctors which followed the issue of the While Paper in 
ip44, it 3€5on became dear that administnuion nhw die enue of 
the difficulty^ The Coalition Govemmenl proposed that the 
general pracdiioncr service should be in the main centrally 
organised under a Central Medical Board, which would have ihc 
duty of supervision and of endorsing applications to acquire exist* 
ing practices under the scheme or to set up new ones and that of 
a^iidng doctors to Health Centres* The CMB. was designed 
to consist mainly of doctors, but to include *Iay’ toembets. It was 
to he appointed by the hiinlster of Health, was to consist partly of 
filiUtime and partly of part-time membenip and was to have tinder 
it local pmmitices on whkh the local authorities as well as the 
doctors in each area would be reprcsenled. Doctors working in 
Health Centres were to be under a three-party contract between 
the the local health authority, and the doctor, whereas 

other doctors m practice under the scheme were to be under con- 
tmeta entered into directly with the G.M.fi, 00 behalf of the 
Minister* Doctors in Health Centra were to receive salarieip but 
other dfXtors were to be paid for their public patients by capita- 
lion fees, and were to be Idl free lo take private paying patients 
subject to a limitation on the total number of patients, public and 
private. Doctors ip Health Centres wo-e also lo be allowed, al any 
rale for an interim period, to take private patients. Tlie ^Vhite 
Paper left over for further discussion the question of abolishing 
the sale of praedecs, but proposed that young doctont should as 
a rule serve for a period as assistants before being entitled 10 
pracUce on dteir own* 

and Conmltani Smia^ 

On Ac qiwariou of hoipiub, the Ctoalition Government, in 
\TCw of ihc inadequacy of most locaj authority areas for Ac con¬ 
duct of an efficient ho^ital service, proposed the establishment of 
joint hospital auAonties, which were to taic over Ac contiol 
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of the exudng public hoapitaU ajid to work out plana Tor the 
development of adequate hospital services throughout their areas. 
The Goollttan White Paper contemplatod that iSe voluntary hos- 
pitala ^vould be brought into the area schemes^ and would receive 
^nandal hdp from public funds, but wuld not be taken over by 
the State or the area authorities. On the other hand, both hos* 
pitak for infectious diseases and mental ho^itals should} it 
held, be taken over by the new joint authontim. 

It was proposed in the VVliitc Paper that the new consultant 
service which it was intended to tnabe available for the entire 
population should be omuiiscd mainly round the hospitals. The 
provision of sudi a servtee is of course bound to require a very 
great increase in the total number of consultanUt, and In many 
areas the setting up of a wholly new organisation, as conaulfanw 
arc mainly eoncentnited at present in a few hig ocnties of popula¬ 
tion, especially in the neighbourhood of the great teaching hos¬ 
pitals. Much of the w'ork done in this field lias hitherto been 
unpaid; but the White Paper recognised that for the future it 
would have to be put on a r^ular salaried basis. A salisfectory 
consultant service for all \iill mevilably take a considernhie time 
to organise;; for at present the doctors capable nf staffing such a 
service simply do not exist in sufficient niunbers. 

Thi HiolA Art of sg^B 

The Labour GovemmentV National Health Sendee Act of 1946 
^vas a cotiaiderable impmvtment on the prop€>rals made in the 
Coalition White Paper* The scheme set out m ^e Act rested on a 
dhkion of final responsibility betWTen the Minister of Health and 
the local authorities. The Minister (or in Scotland the Secretary 
of State) assumed final responsibility for the mdre service, 
responsibility direct in the case of hospital and specialist 
services, indirect in the Case of services to be organised imdcr 
local government auapico—indudiitig Health Centres, dimes, 
cscrtaiii domiciliary services—and a inuttiire of direct and 
indirect in the case of the general practitioner scrviise, round 
which the largest controversy still raged. Nationally, tht Minister 
was to be advised by a Central Healdi Services Council including 
‘^persons cho^n from all the main fields of capp^enoe within the 
service”j and this Council was to haw standing committees of 
expats In all the main fields. For the general practirion*^ services, 
a local Executive Council, consisting half of nominees of the 
Minister and of the local authoridcs, and lialf of nominees of 
the local doctOHi, to be set up for the area of each major local 
authority; and these Councils ^verc to work under regulations 

Tfw 577 


made by (he hllDUcer. The provisioa of Healih Centm, clinics, 
and domidliaTy services wai to be a function of the major local 
authorities—County and County Borough CoundJs—ccclurivelyi, 
under arrangenients needing the Mlimtcr's approvaL The volun¬ 
tary hospit&Ls, except teaching hospitals attadied to university 
medical schools, were to be taken over, together with the hospitals 
be^nglng to local authorities; and the adminisuatlon of the 
unified hospital and specialist services was to be entrusted to 
Regional Hospital Boards established under the Act, including 
both professional and lay members, and acting on the Minister’s 
behalf. These Boards to appoint local Hospital Management 
Committeca, cither for single hospitals or for groups, each "Ibna- 
ing a reasonably Belf-containcd hospital unit*” Tbc hos¬ 

pitals, under separate Boards of Govemots, were to remain 
mdependent, but were to be co-ordinated witli the other hospiiala 
m cadi region, so as to form part of a unified service. The endow¬ 
ments ofwluntaiy hoapitals, other than teaching hospitals, svere 
to be transfetTed to a Hospital Endowment Fund, to be used, 
after meeting odsiing liabilities, by the new Regional Hospital 
Boards; and ^e general financial responsibility for the mainten¬ 
ance of hospitai and specialist services throughout the country 
was to be taken over by the State* Special provision was to be 
made for research, to be carried on both directly under the 
auspice of the Minister and by teaching and otJicr hospitals 
With aid from public funds. 

III the part of the Act dealing with the general practitioner 
serviocs, stress was put on the prox-isioit of Health Centxta by the 
l(^ autborirics. These Health Centres, it was laid down, sh^d 
afford ficihues both for general medical and dental services and 
also 'Tor many of the special clinic services of the local health 
Mthoriuc^” and for 'Wioua activities in health education." 
The bmlding, equipment and staffing of these Health Centrts 
was to be a lUtutory duty of the county and county borough 
councils; but the councils were to have no direct control over tbc 
doctors uamg the Centres for general pnicUtiooer work. Doctors 
entering the State scheme, whether in Health Centres or not 
wTcre fo work under contract with the Executive Councils for the 
areas m whreh wise to practise; and such doctors ww to be 
^owed to take pnvate, frt-uaying paUents, Remuneration within 
toe Stole semce was to be by a mixture of sahirv and itopitotioii 
fee, ^e latter on a s^e dmumsiung with the number nf Mtients 

* “** choice of dljctor, 

from die compiled by the Executive Councils; and cvot 
practiamg G.P. was to have the right to have his name put on the 
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Ibt for the ^ea in which he was actually settled. Sale oFpractices 
to be abolished^ with cotdpendalion (for which the sum 
of £66 millions w^as set aside); and for the futiLra succession to sm 
existii^ practice, or the right to start a new one^ was to be subject 
to the consent of a tnainly profesdunal Medici Praedea Com¬ 
mittee, set up under the Act. This body^ howeverp v™ not to be 
entitled to refuse permissioii, except on the ground that there 
were enough doctors already in the area working under the state 
system; and special inducements were to be oflered to doctors to 
set up practices in the attractive tueas.** Similar arrange¬ 
ments were fotmuLated Ibr the etarolment of pharmacists, through 
whom drugs and appliances were to be supplied free to all users 
of the state service. 

On the dental side, owing to the severe shortage of qualified 
dentoJ praedtiOnerSp the arrangements had to he much more 
tentative, and it had to be recognised that it would take a con* 
sidcrable time to provide a complete service. In tlie meanllnie, 
priority was to be given, through the authorities’ maternity, 
child welfare, and school medical services, to expectant mothers 
and to young people. In the longer run, dental pro virion was to 
be made cither in the Health Centna or in special Dental 
Centres, Eye services, on the other Imnd^ were to be attached to 
the ho^ital and sped^t syitcm. but, pending adequate d^r^xlop- 
ment^ interim local arrangementit were to be made. 

Thf D^i^i Iimmt 

'fhe Act did not settle what the rates of pay were to be* cither 
for doctors or dentists or for other specialists, or what proportion 
of total earnings was to consist of iilaiy and what of capi^tion 
fees. In respect of general pracdtioncrs, however, the question of 
the level of remunenition was remitted to a special committee^ 
under the chairmanship of Sir Will Spens. This body recom¬ 
mended that scheme should be dff^iscd which wriJ ensure that 
between 40 and 50 years of age approadmately 50 per cent* of 
general practitioners receive net incomes of £ 1 ,g.oo or o\'er, and 
which will also secure, so (ar as practicable, that between ^ and 
50 years of age approximately three-quarters receive net incomes 
over £1,000, that approrimatidy one-quaner receive net in¬ 
comes o\er £1*600, that slightly less than 10 per cent, receive 
net incomes over £a,ooo, and that, in a small proportion of 
cases, it 11 possible to obtain net incomes of at least £2,500.'* 
'llie conmuEtcc made no definite recommendations about the 
incomes of younger practising doctore* on the assumption that 
the rates paid would be adjusted to what was proposed for those 
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over 40 yean of age. It did, however, propose that "on com¬ 
pletion of Fcadcnt hospital appointments n recently quoUhed 
practitioocT should sescure an initial net income of not leas than 
jCs*™ per annum as an asaisLant to a doctor in general practice.” 

Tht Shitriagt oj' Ptisannel 

No one can argue that these tetna arc ungenerous. They com¬ 
pare very favourably indeed with camings in other profesdons, 
and are evidently designed to encourage both increasing numbers 
and liigher quality in emiranta to the nicsdka] proresdoii. The 
existing serious shortage of penonncl applies not only to con¬ 
sultants but over a much wider field. There are not cnou^ 
general prectltionen to supply an efficient service for the whole 
population; nor are there enough medical workeii in specU^d 
fields to staff the school medical servico, the child welfare dinics, 
the fjmtory medical Slices, and all the other expandine branches 
of salaried medical work. There are far too few d^tisu: the 
shortage of nunes has been serious for bvne dme past and is 
leading at last to real attempts to improve condition in a pio- 
IcssioD which little has been done to render atUactlve The 
eduradonal requircmenti of the new conception of a National 
Health ^1® mvmg as good treatment to the poor as to the rich 
have ^ to be fec^ and cannot be easily met; for die problem 
in all brakes ts that of increasing die supply without Im^'wiiiir 
die quality- Indeed, the quality needs to be substantiallv 
improved, if the promises herd out in the Ubour Government** 
proposab art to be translated into fact, and above all if the 
emphasis is to be successfully shifted from die mere treatment of 
disease to the preservation of good health. There will have to be 
a considerable expansion of tncdkal teaching in the Univcisitics 
and a i^orm in medical curricuJa so as to bring them more into 
line with modero ideas opecially in the field oi social medidne. 
^e by flde with this, there wiU have to be a great expansion in 
the (^loymcnt, and improvement in the training of mcdicai 
so^ wort^ nu^ all the other auxiliary sections of the 
medical and health services. 

7^ l+ltiff Aiptcts of tht Health Pfohitm 

Health moreover, involves much wider issues than can be 
dealt with MOTly by toedkai reforms. It is bound up with 
nurotioi^ with the general conditions of life in dtica and lac* 
t^es, offijw and mines, with houdug and town planning with 
the provision ^playim-fidds, parks, and open wdih the 

physical side of youth training, and to an^iS^tcnt with 
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health education in schools and m the n™.' Coutity CDlleges. 
One outstanding question ii how far, under the new coodidoiu^ 
m^ical and other social services are to remain in separate wm- 
panmenta. Wc have seen that, whcresii lomc people envisage 
Health Centres merely as buildings from which a number oF 
doctors will operate a combined practice^ or perhaps cvm 
separate practices merely using certain auxilLaiy services in 
commonp others, such as the pioneers connected with the 
Pecl^am Health Centre^ emdsagc a development of an efflcntlally 
different order. This latter school regards the Health Centre, not 
nicrely as an institutiDn for combined medical practice^ but as 
a centre of community lifc^ grouping a wide range of social 
servicca important for health, and so designed as to serve the 
purposes of a Gommunity for a whole local community. 

The labour Go^-emment's Act gives strong encouragement to 
the de^’clopmcnt of Health Centre#, but leaves it Largely to the 
local authorities or to future regulations to determine what form 
the Centres are to take. There is clearly little prospect that the 
Pechham type of Centre will be devclojisd in the near future on 
any considerable soale, if otily because of the difficulty of erecting 
the buildings that w^ouLd be required. It is, ho%vrver^ clearly 
intended that in course of time Hesltfa Centres shall provide an 
opportunity for grouping together with the general practitioner 
Bcrvice other scrviccsj such as home nurdng, midwif^, healtli 
visiting^ and child welfare. It will obviously be difficult for 
some time to come to get Health Centres of this kind btffit in 
any large number^ even if there were not other obamdes in the 
w'ay. It is, howevcTi of the greatest importance that experiment 
on a consiiierable st^e shall be made as soon as possible with tins 
type of Health Centre as well as with the mere grouping of 
tn^ical practices in larger units housed in a common buildings 
I do not propose in this chapter to discuss further the implica^ 
dons of the new conception of what the Slate owes to the whole 
community in the fidd of health service. Some of the other 
aspects of this conception have come up already in earlier 
chapters. What is evident in (he part of the freld here considered 
is that the real, as distinct from the papw, rate of progress depends 
on the ciiei^''wi th which those responsible tackle the human side 
of the problem—that of training on a sufRcient scale and in the 
right wa)^ the men and women who will have to do the work, if 
it is to get done at all. Wc sltali ha'V'c to transform doctoring, 
which wc have allowed to develop as a form of profit-making 
private enterprise, witli an admixture of charity, into a com^ 
pletely public service. I am convinced that thh cannot be done 
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without putting the medical profession on a salaried biisb at least 
M miich as, say, University and school teaching, in their main 
branches, arc on a salaried bads. Yet 1 sympathise mth the deire 
of doctors and dentists and other professionals not to become 
mere Civil Sen'ants or employees of the local authoritia^ but to 
estaljlisb a measure of prolbssional self-government. It h plainly 
out of the question to hand the public over, in a matter in which 
cve^ member of it is vitally tsonceroed, to the control of a pio- 
f^ioDal Corporation, such as some of the doctors would haw 
lilted to see set up with almost complete immunity from public 
control. I hc B.M,A. questionnaire of 15+4, to which I have 
rcfOTcd, n^c it plain that, despite the attitude of tlic 
leadcrs, diis solution docs not oommand effective support even 
among the general body of doctors; for only about a quarter of 
iho« who topbed were lavourabie to the idea. The solution 
worked out m the Labour Govcmmcnl’i Act, svitii an dement of 
lay representation and the final responsibility placed in the 
han^^ of ^e Ministry of Health, seems to be a reasonable way of 
tackling the ^fl^iy—provided that due representation is given 
to other profession^ interesu besides the doctoiaWor cjtampic, 
to the nursing profi^n and to the profegjonal social workers 
at^cd to the medical services. So much turns, hmvevcr, on the 
detailed jinrlong out and in particukr on the powm and fiioc* 
uons of the proposed local and n^nal bodies established under 
the Acq that it is not at aU surprising to find the doctors, dapite 
the large conccsnorai made to tlicir hostility to 'lay’ control stiU 
mamtaiiung an attitude of uitramiBeant opposition to the Act of 

I™®** D'':™ber, 1046, the 

British Medical Ass^atnm. on a ballot vote of ihe prorcs^m was 

Sni« J'r n c negotiate with the 

Mimster of Health on the terms of the Act as approved bv Parlia- 

menq and thus commttcd itself to defying die Minister and 
ihrcaimng to advise its members to refuse service under the Act 
In up this aiUtu^ Ae doclom, to the extent to which the 

B.M.A could be regarded as representing them, were beinc 

SSd™ Th —sustain diei? 
PM tioij. Their valid case had been mainly met by the conccssiotwi 

element^ political 

di^BM A only a month passeTbdbre 

the iJ,M.A. changed its mind, to the extent of agie^it to reoDcn 
nrgoiiauons, whUe still insistiiig that the ten^f the Ac?ww 
unacccpubic. All die same, public opinion received the doc:tois’ 
uliimatum ts^h remarkable calm. 4e public want, nri5hS^ 
^aucmtised nor a ’corporaUve’medit^ service; it is pnj^red 
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to sillow the profcssionali a wide of sclf-gmwriiiieiil* 

provided it can be assured that ^llcy mil be settled by the 
voice of the community aid not by die profcsdoti in its own 
interest. This is, ofeoumj etitirdy inconsistent with the expressed 
dcsk^ of some doctors to "keep medidne out of politics/' It is 
impossible to have a National Health Service widiout hrin^g 
medicine right into politics; but it should not be impracticable to 
limit dbc ^politics’ to real questions of policy^ and to concede to 
the professionals a large measure of autonomy in actual 
administration. 
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CllA^TWH VII 


WAGES AND EFFICIENCY 

Tht Frobfwm of tht Umng 

I *AI0 AT THE BEOiHNtHQ of thc preceding cbaptcr lhat 
Want could not be done away with merely by ensuring minimuin 
incomes to the rick, the disabled, the aged, and the unempLoyed, 
because Want exists also among the employed who are not able 
to eoimnand a tolerable li^ng wage. Tlit institution of children's 
allawanocB will, of course, go some way towards solving this 
problem, because Warn among employed workers exists most of 
all in large households where there arc a number of young 
chadren. But there temain plenty of cases in which the root of the 
trouble is the lowness of the svages earned. A policy of Full 
Empiciynient trill tend to reduce die munber of these case* both 
by striking at intermittent or casual employment and making it 
™ier to earn a steady wage for a full week’s work, and also by 
improving the bargaining power of the workers, which is under¬ 
mined by unemployment or casual employments It is, however, 
necessary in addition to tackle the question of wages directly. 
This has been done hitherto only in a small minority of trades— 
chiefly those employing a high proportion of fimiale labour. The 
fixing of minimum wages lay statute began witii the Trade Boards 
Act of 1909, which applied in the first instance only to a few 
women's trades in which ‘sweating' had been shown Ip be par¬ 
ticularly prevalent^ The Trade Boards Act of 191B gave the Smte 
much wider powiers, authorising the establishment of a Ti^e 
Board in any trade in which ci^er wages were abnormally low or 
there was an absence of effective means of settling wages by col¬ 
lective bargaining; but after a burst of activity in 1919 and loao, 
which led to the setting up of a considerable number of Boards, 
the Government, in the slump of igai and the Ibllowing years, 
abruptly shut down this process, and only a very few addidooal 
Trade Board* were establiahed after igai. The agricultural 
workers got a separate Wages Board, with power to fix mmimrnn 
rates, under the Clom Production Act passed during the first 
World War. This Act was swept away in tqai; but the Labour 
Goveniment of 1934 restored the Wages iBoarri in a modified 
form. Other special Acts in the 1^0'i set up Bmrds for cotton 
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weavers and for mad haulage Vp^orket^; but nothing waj dotie 
between the wans for most of tiie iimrst-paid workers who were 
outside the scope of the exis ting Trade Bfwds. These were In the 
main cither workena in scatter^ or utiorganlsed oeeupatiotis to 
^vhlch the Trade floatds Acts had not bccop and in many cases 
could not easily have been, applied^ or groups of workers 
employed by small Erms or Erms not panics to oollecdve agfce^ 
menis in trades and industries in which the main body of workers 
had more saildactory cotidilions of employmcnu 

Thi W^g9 Ci^tmdk Ait 

The Coalition Govemment's Wages Ck>undls Actj passed in 
^945* designed to deal with some of these problems. Undo- 
iu provisions* the Govcmmcni took power to set up a Wages 
Council in any occupation In which no adequate voluntary wage^ 
fixing madiinery is in operation and in which a reasonable 
standarti of remuneration is not being maintained- The Wages 
Councils have power to fix minimum standards of remuneration, 
which arc to be enforceable at law; and they have somewhat 
wider functions than the existing Trade Boards* which they have 
replaced. They consist* like ihc Trade Boards^ mainiy of repre¬ 
sentatives of employers and workers in the trades or occupations 
concerned, with an impartial chairman and a suiall number of 
appointed mcmbi!^ not connected with these trades or occupa¬ 
tions. In addition* for a period of five years from the lapsing of the 
wartiroc machinery of wage rcguladon* all employers in ind us¬ 
tries and occupations not covert by statutory wage-reguladon 
are bound to observe conditions of employment not less favour¬ 
able than those laid down in any collective agreement covering a 
substantial proportion of the workers in the occupaLion con¬ 
cerned. It has thus become illegal for imfcderated nrms to pay 
lower wages than fodcraicd firms in an mdustry or occupation 
normally pay to their employees for similar AvoriL This provi^n 
came into force during die war under tbe Conditiom oiEmploy- 
ment Order of 19.^0; but ii has now been octended by statute into 
the post-war periEKl. 

It will be that this Act, though full use of it w^iO go a cou- 
liderablc way, seems to be so drafted as still 10 leave it difficult to 
deal with underpayment in scattered and mlsarllaneous occupa¬ 
tions far which a separate Wages Council cannot cauly be set up. 
The idea of an ovemding minimum Avage for all workers, or of 
separate overriding minima for men, Avomen, and juAfexiilc 
workers, is still rejected; and so is the proposal, which 1 have 
been advocating for more than a quarter of a century, to set uo 


K Wages Commission with power to lay dcitvTi imniiiiun] rates for 
any underpaid group of workers in whose case ao scpaiato 
statutory nmchincry^ exists. Yet 1 do not see how, without one or 
other of these pimisiotu. Want due to underpayiDent is to be pm- 
venied in a number of instances, whbh* though small in relation 
to the total numbers employed, b cnougli to cause no little 
unmerited Buffering-^ The plain truth b that nobody is much 
intcixsied in these scattered workers, who seldom join Trade 
Unions or mate tliemsdves articulate in any way. Yet they too 
aie men and women, and cart experience VVanl. 


77it Froblfnfi ^ Hedistribuiing 

There arc, howet'cr, a number of much largej aspecU of the 
wages problem that liavc now to be laced. Even apart from the 
^sw'cated*^ tradcSj for which it haa been regarded uu approprialc to 
Rx minimum wages by law* tlitn-c have been a large number of 
quite important industries in which w^agw and earnings have been 
low in relation to those paid in the more progressive industritB. 
In a considerable numb^ of inatanceSj these arc coosumers* or 
capon Industrie which underwent severe contraction of labour 
during the w^ar. The men preiiiously employed in them v-ifeie 
heavily drawTi upon for the armed forces; the womens and some 
of the older mens were irafisfcrred to w^ork on munitions. TTiis 
ww w'ork w^as much belter paid than the work on which these 
men and women Imd been previously engaged; and in most eases 
the conditions^ the ^tctory buildings, and the mnemtim in the 
form of canteens, welfare work, and the like^ were also greatly 
superior. When work ceased in the war establishments, there 
natuz^ly a widespread rclue^ncc to return to the old conditions 
of low pay and lack of amenities m squalid or obsolete fketoncs; 
and even the better establishments in the reopening peacetime 
industries did not find it easy in aU cases to persuade their former 
employees to return, or to recruit addition^ labour from among 
those whose first experiences of factory work had been received 
under war conditions. It soon became evident that, if dse required 
redistribution of Labour was to be brought about without a great 
deal of Jrktiou, it would be necemry to make lor^ imptovcmcnti 
in tetb pay and conditions in the industries which had prcvjattsly 
rdied on the abundance of workers to get their labour on the 
cheapi and not to have to bother thcnuei&es overmuch about tbe 

* For a fuller dboiwiii of iUj. problao, see my pomehlf l Lkin£ 
piUidied by tlK Fxbijui Society. ^ ^ 



conditions of viotk. In £acc of the obfUicln in the way^ of new 
building, not much could be done immediately towards improv¬ 
ing the amenities of the non-war factories, thoti^ some finus were 
able to move over to buildings vacated by war producers, especi¬ 
ally oo the Industrial Trading Estates. Most finris bad to go back» 
at any rate for the time being, to their old buildings,, as soon ^ 
they were act free; and these firms especially found difficulty in 
recruiting labour, and were soon (heed with dernam^ for Con¬ 
siderably higher wage-rateSp more in line with the earnings which 
it had been poaaible to make on mimirions of war. 

In particiuar^ the industries which had been in economic diffi¬ 
culties between the warS:^ Jalniur—^though not enough 

to cure Ibeir problems of unemployment—found tliat the inter¬ 
vention of six years of waCj during which there had been practice 
ally no lecruitnient into them of juvenUe workers, had made an 
cnorma us differcncej so that instead of having a surplus^ they were 
confronted with a very serious prospective diortage of skilied 
Avorlters;. ^Hie cotton industry, for csiample, had beca accustomed 
ID paying low wagcs| and its low rates had meant abnormally low 
camiiigs because of the long depressiDn between the 'Htfars and the 
large amount of part-time working tliat had been done. Right up 
to 1935, despite these low" \^'ages, the industry had continued to 
have more labour than it could effectively use;, Ibr there bad been 
no odicr occupation which most of the young people giovring up 
in the factory towfis could enter without Leaving home. But during 
the war many munition works w^cre started in Lancashire in order 
to moke lull use of the labour that could be released from the 
cotton industry; and experience of the^ fa^ories made many 
people reluctant to return* or to send their children^ to the textile 
mills- This attitude was rclnfoix:ed by the bad repute mto which 
employment in the cotion industry had fallen because of the high 
rate of uncmplcsyBient that had prevailed m it y^ur alter year. 
In these circumstances, it was evident that the industry wotdd 
not get or hold the labour it needed without a substantial 
improvement in wages, even though id output vrere to IhU a long 
way short of what U had been in the bad times before 1939. 

Dhtnbtiti^g Man-p^avr tmier FuU EniplffpjsstS 

In effect* tlie situation which existed in 1945^, wMe demobili-^ 
sation was proceeding and a readjustment of actmiy was being 
made between industries that had been expanded and contracted 
during the war* was a foreshadowing of the conditions that might 
be expected to become permanent if a pobey of Jutl employment 
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wtrc luecetsfiilly miuntamcd. In th« situation wiucti existed 
bctw«n the wars, the total shortage of jobs made it possible for 
some industries, c^tcdally tliose which were contracting or at all 
events not cxpa^ing, to secure adequate supplies of labour even 
if they paid low wages and worked under uncomfortable or irk¬ 
some conditions. Even then, such industries as were expanding 
ra^ly did for the most part raise wages, cither because they had 
to in order to attract more workers, or because the Trade Unions 
ircre powedul enough to make them do so, or because they 
regarded higher wages as a good investment in labour eOkacncy, 
But the raising of waga in these industries had little effect on 
wages in other industries, as long as there was a pool of surplus 
bbour to be drawn upon; and the effect was the less becatiH; tlte 
stagnant or declining industries were to a considerable extent 
carried on in different areas from those which were expanding. 
Moreover, wages b die bdustrics most dependent on exports 
were kept down by the rcatricted scope for foreign trade, due 
partly to depression and pardy to autarchic tendencies in other 
countries. 

If, iMJwevcr, dic« is no total surplus of workers, or if there is 
even a total shortage, it becomes impossible for industries which 
offer bad condidons of employment to secure adequate supplies of 
bbour, except where they arc able to take advantage of local 
turpluses diat cannot easily move from one district to another. 
Such a situation might arise, for example, where an area given 
ovet mainly to the b«ivy industries afforded few openings for 
women, as was the case in South Wales and indeed in most of the 
coalfield areas before the war. Sucocsaful planning of the location 
of bdustry, based on the provision of balanced employment for 
bbour of different types, would evidently do away vdth such 
^dal surpluses, and would create a situation in whicli any 
improvement in wages and conditions m one section of industry 
would tend to spread to the rot. Not only the workers in the 
expanding industriei, but nearly all workcri, would be pboed in 
a bvmirahlc position for bargaining, and indeed would be able, 
even without baigaining, to get bw wages increased bv the 
^plc meih^ of not talung jobs except on fovourable terms. 
There would itjll doubtless remam, even in such a situation, 
pockets of underpaid bbour; and the need for a general minimum 
wage bw to deal with esua of those too weak or lininteUigent 
to help thei^lycs would stiU exist. But the problem of sweated 
bbour woi^ be acmly solved; and the whole condition of 
wage'-bargammg u'ould be different 



Ftdi Employrnm and Bargaining Paw^r 

If the ahortage of labour merely rmlcd, and were not the otit- 
come of a delibemte policy of inainUiinUlg full unploymeDt, 
%vage Lncrcasei would no- doubt in due course bring about a new 
equilibrium^ based on a more intetitslve use of machincTy in order 
to economic in the use of Libour. If, however* the Govemment 
were committed le maintainiiig full employment^ to the extent of 
total labour ahortagef hotvever high wages might rise and how¬ 
ever muth condition? of work might be improvedj there would 
be ihcoretic^y no lipait to the power of well-organised Trade 
Utiions to force up die wTige-ievcJ, to insist on diminution of the 
hours of labour^ or to impose other conditions on the employen* 

I say "theoretically,* because in pmctice a good many other Eactor» 
besides that of sheer bargaining power would soon come into 
play. It is, however* the case that* if the State is fully committed 
to a policy of full employment, the bargaining power of bbemr La 
bound to bt greatly increas^, and tlTiat not merely for the 
workers who arc meet advantageously placed for improving tfiek 
terms of employment^ but for the entire working class. To the 
extent to which tharc b a surplus of capitalist profit that can be 
eaten into, the Trade Unions will be well placed under such 
circumstances for eating into it. But obviouslysf although there is 
no Limit to the possible inencaBC of money wages under such con¬ 
ditions, there is a limit beyond which nal wages cannot rise unles 
productivity is also increased. E\i?n before aii the surplus profits 
have been eaten up, there will arise, if productivity does not alter, 
a shortage of goods, and wage incre4ises will have to be balanced 
by price increases. If prices are controlled, and are not allmvcd to 
rise, profits will vanishi and the consumers will End themselves 
^ith unspendablc money in their pc^kets—rather, with money 
which they will have to choose between saving and frittering away 
on the uncontrolled maigin of goods and serviees* of which the 
prices will rise steeply, creating a corresponding margin of wind- 
Gall profits in certain secEoni of the economy. 

The Trade Union leaders arc, of course, perfectly well aware 
both of the mercased bargaining power which a prdgrainme of 
full employment vrill confer upon the workers, and of its limitSH 
As long, however, as wage-bargaining continues to he conducted 
on sectional lines, tills lat tef awareness will not necessarily restrain 
them from seeking to push wages up, or to bring hours of labo^ 
doNVOp to a point at which the main effects are bound to be felt in 
increased prices. Both doting and since the war thiry have shown 
much restiaint in this respect; but it does not follow that they will 
be able to maintain this restraint when the shortage of goods 
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become less tvb^ious than it has been hitherto. The real problem 
of under coodidons of fiill employment will arise 

only when die immediate post^v.-ar dislocations and diortagcs 
appear to have come to an end. 

The iii Finn 

When this situation does surivci their fcons to be no escape 
rrom the necessity of planning wages, as well as production^ 
instead of leaving them EtilL to be settled by methods which were 
appropnate enough In nn unplanned economy, but arc bound to 
become unworkable when the community is workipc in accord¬ 
ance wilJi a general plan of full employmcni^ It will have to be 
part of the plan to determine^ as parts of the same decision, what 
the level of prices is to be and hmv mudi can be paid out in W"ages, 
as wcU as in interest and proEita^ in order to dear the market; of 
coasumcis' goods without leaving a surplus of unspendablc pur-^ 
chasing power over and above what die recipients of income are 
prepared to save for inv estment in capital goods. To some esctcni, 
no doubt, taxation of incomes can be used oi an instrument for 
bringing about the required balance; but it can hardly be the sole 
inatniment- Where c:very important body of workers is in a 
povverhi] bargaining positjon, there will have to be a nationnl 
wages policy which will assure the vvorken that they are getting as 
much as the naiiotial economy can afford, if they are to be 
deterred (rom trying to get more tjian it can afford tn ibc belief 
tliat they arc getting lesa. 

IVugej and ExfN)r£s 

The dependence of Great Britain on ijnpcirts of food and ra^v 
materials, which have tn be paid for with exports. Introduces a 
complic&tioD. In the absence of higher productivity, higher wages 
or shorter working hours arc iiound fn react on the money cost of 
exports. If the foreign excluuigrs were Bee to fluctuate, the 
balance could be, and w^nuld be in due course, set right by 
changci in die external value of the currency, which would pic- 
vent the price of exports from rising unduly in tcimf of forcigii 
money. If, famvetw, the rates of exchan^ arc praedcaJJy fixed* as 
they are meant to be under the Erelton Woods Plan, any mcrease 
in the money cost of exports will raise their price to foreign 
buyers* and will thus tend to reduce the quantiijcs sold* Great 
Britain* howwer* cannot afibrd to face a l<m of export trade; for 
it will be all w'c can manage to market enough exports to pay for 
the imports of and raw materials that wMl be indispens¬ 

able for maintaining fttU employment. One way out would be to 
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sutMidiser but this is likely tp be disallowed by rfie trade 

tenns attached to the + 4 nicridft Loan, Aecordiix^lyr cwla in the 
export trades will have m he kept down to levels which will noi 
result in a loss of overseas markets. TIuSt however, can hardly be 
achieved unless wages in the exporting industries are controlled; 
andj if wages have to be controlled in one large Mtioti of the 
economy» it \vill hardly be practicable not to control them 
elsewhere, 

Tire purpose of this at|jumcot is uot to show tluic svagea cannot 
be allou'cd to rise, or working hours to he reduced^ Of courscg 
they can be, but, except within narrow limits, only If productiidty 
is increased. The purpose of a planned \^'age policy should be to 
ensure tliaf wages ate raised» or condidous unproved, to the full 
extent rendered practicable by the rising productivity of industry, 

Thi iZ^£j qf Frcdiiciwi^ 

'Hus, liowevcfp raises a fLcrther iset of problems. Productivity 
depends on a number of interacting factors—ou invcutivetiess and 
success in applying scientific discovery to the industrial arts; on 
the skill, imtiam^ and expaneioruAt attitude of employers and 
business executives; on the adectuacy of capital resources available 
for the improvenient of industrial tedhnit^ues; on the skill and 
dexterity of the labom force and on the provision of the right 
amounti of trained labour of difieftnt tinda; and on the atd^dc 
of the workera to their jobs and their acceptance of responsibility 
for achieving a high level of output. To get these forces rightly 
adjusted to the new conditions of plann^ production and full 
employment is a highly complex matter, and involves a number 
ofoifferent kinds of social action. It mquijcs^ in the first place, not 
only a great expansion of applied scientific researth in the 
branches of production which have been neglected during the war 
—and some of them for a much longer pericKi^ It involves a shift of 
emphasis tn basic as well as in applied science to those types of 
work that arc appropriate to a world at peace« It involves better 
training and selection of those who are to hold positioi^ of 
executive responsibUityi cither in the public service or in private 
business. It involves the pLmrmig of iiivestment, so as to ensure 
both the adequacy of the total supply of capital and its right dis¬ 
tribution among rival claimants, in accotdance with conditions of 
public advantage that may not coincide with the dictates of profit- 
seeking. It involves better vocational selection and better training 
of labour, and above all of the new highly scarce factorr of juvenile 
labour. And, finaUy and beyond everything else, it involves a 
chatigc of attitude, not only among the manual but in 
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every class or group that has any influence on the efliciency^ or 
ineffeicncy of any part of the pm^uctive system* 

P.AfM. and Inetnlwts 

Yet the problem of production—'P.M.H.' or ' per rtum^hour/ as 
it is sometinics calicd^is often written about as if it were simply 
a matter of the incentives oflered to manual workers and of their 
williupicss to give of their best. No one will deny that these a« 
most important factors; but the workers cannot do good work or 
produce a high output unless they are helped to acquire the right 
skills and dcxtcritia and given the right tools to work with, and 
good conditions in their places of work, nr unless the (hctorics and 
otlier productive enterprises are well managed and well adjusted 
one to another ivithin a general framework of good rro nr rii* - 
organisation. These are all tcdmical aspects of the problem of 
production. With them go ^e human aspects, w- h^ h be 
summed up by saying that neither maiiagcrs nor wnrkers will give 
of their best unless they feel that doing so it worth while, not only 
in the material sense nf yielding an impioved pay^^packei or a 
better chance of advancement in life, but also in the icttse of 
having a purpose which they can understand and regard as their 
owTi. The incentives to good work are a mbeture of the material 
and the ideal; die ideai^nced not be a socially desirable ideal but 
it must be present in men's minds, or the material inecnttves'wUl 
fail to work. Thus, the of the early nineteenth century, 

hot as they were on the main chance, did not work purely for 
monetary rewards, or even for power. They believed in what they 
wens doing, and felt themselves to have a mission to get the utmost 
out of the new machines which were under their command. That 
this ideal led them to treat their human employees as nrneh i"'-* 
doa not make it less an ideal, though in our eyes it may creatly 
mar its social quality. The thing to appreciate is that thcto cfltfr- 
pitneurs would have been much less cJfficient, ctxn with precisdy 
the same material equipment, if they had not idenlised what they 
Wert douigy and made a virtue pf it, 

T^ was often called ‘hypocris>*’ on their part, by critics who 
mw how rutbl^ they were in the uto of thdr human instruments. 
But it viai ppt hypocri^^3 ui ariy^pitiinary sense- of tJic word.. It 

w hich is associated with most, if not witli 
all, forms of practical idealism. The same mthlcssnesa appears 
to-day, not only in the United Stales, whkh is acting over Main 
so much of the history of early capitalism in Great Britarnffaut 
al» m tlie Soviet Unioi^ where it is associated, not with profit¬ 
making. hut wiili ilie drive to build up the new kind of society of 
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which the Soviet Union b regarded as the embodiment, Ruthlra- 
n«s$ m the uie of human Lnstmments need not be connected wiiJi, 
much less based npan^ ihecr greed or egoism: it is often a by¬ 
product of ardent belLcr. 

The problem of inceiiti\Tf in Greai Britziin is difBculr just 
because, in Use Britisli c^nomic acridity of recent decades, there 
has been almost nothing to bcJjcvc in. Some spirit of belief did 
indeed come back during the years of war^ when economic effort 
was directed tq an easily understood and widely accepted pur¬ 
pose; but there was little enough of it before 1039, and the revival 
of the war period cannot be made lasting unless a finesh purpose 
can be found to animate the production dri^’e. The basis for such 
a purpose does exiat In tlie sheer nccesriiy of a h^h level of 
cflicicncy in order to procure ncceasary foodstufla and raw 
maccrials from abroad^ with a sharp lall in standards of living ^ 
the unavnklable penalty of Odluxe. But the understanding of ^is 
neccBit)' has not yet come home to more than a small proportion 
of cither workers or ruanagcrs; and even those who rationally 
understand it have in many casd not yet translated it into an 
ideal for which thc>' are ppepared to work thcLr best, 

JnccTttMS in Trmsifmn 

This IkxtuJT tq tramlate a rational oonclnsion into an operative 
ideal is mainly due tq the essentially imnsitional character of the 
British economy in its present phase. It is not only a mbted, but 
also, from the standpoint of its human appeal^ a muddled 
economy^ lacking in clarity of either objective or methods It 1 ms 
not escaped from die Limiting conditions w^hlch led so many enlre^ 
betiveen the wars, to aim at safety first rather than at new 
constnicti%T achievement, and tlnis fostered the growth of mon¬ 
opoly and of restrictive trade association in both productive and 
distributive operations. These monopolistic tendencies were due* 
in the main, not to any cscceptional greedmeas of nature among 
busint^ mm, but to want of faith m the conseoucnccs of expan- 
rioru In a capitalist w^orld everywhere beset by slump and market 
limitation, it did not seem w orth while to attempt to increase pro- 
ductivc efficiency* and accordir^Ly men's minds turned to the 
Sterilisation of new discoveries and to the regulation of marketiiig 
by the restriction of supply* 

Similarly, on the woAcrs" ride, higher production seemed all 
too often to point the way to increo^ unemployment rather than 
to greater prosperity; oi^ the notion of limiting the day’s work 
caught hold because there ’^vas no idea] to oppose to it, llie ideal 
incentives thus faded away at tlie time when the shccrly material 
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incentives on which much reliaiice h^d previously been pbiccd 
were losing force under the Impact of humanit^j-ian refoniw 
pressed for by democratic sentiment. Social security was sought 
more and more for the individual citizen^ and less and less for the 
society as n whole. Yet the mdlvldual^s security is bound to be 
illusory Unless it rests on a foundation of prosperity in the 
economic ailalrs of the w'hole nation^ 

1 am not suggesting that we ought to go hack to the old ruthless- 
nesa, or to set out to create a new ruchlessncss appropriate to the 
changii^ conditions of popular government. Far from it. 1 am 
suggesting that the key question for the economic planners of our 
new society Is that of giving the producers^ in all grades and 
sections, a new foundation for faith in the worthwhilcncss of what 
they are being called an to doj and I am saying that the very 
gradualnev of our attempted transition from a capitalist to a 
socialist system puts great difficulties in the way of ihSsp because 
it leaves ail dasi^s in doubt about what they are working for* and 
fails to present them with a dear picture of purpodc wliidi they 
can translate into an ideal basis of action. 

Thi Fwfy~hour 

\%1th ihb w^de problem 1 have dealt to some extent already 
in ihoae chapters of this book in which 1 have considered the 
fundamental issues of current economic policy. At this point I 
am concerned only with the bearing of these psychological con¬ 
siderations on the problems of wages and working conditions. 
I have suggated that a planned—Kjr even a partly planned- 
economy cannot leave wage rates or hours of labour or working 
conditions to be settled exclusively by piecemeal processes of col¬ 
lective bajgauungp trade by trade or industry by industry| and 
that there must be at die leasE some general overriding plan that 
will relate wage-poUcy and price-policy and invcstmcnt-policv 
together over the enore field. In the case of working hours there 
appears to be a good deal of recognition of this neei The British 
Trade Uaiou mavement as a whole is committed to the demand 
for the ft^-hour week, but it seems to be appreciated that this 
demand involves considerations which affect the whole coooorayi 
and ought lo be dealt with, when the moment comes, by geitcral 
legislation rather than by sectional baigaining. There is also a reluc¬ 
tance, on theport of mostofthe leaders oft he Trade Unions to pre$s 
the der^d at a moment when It might hamper export trade and 
^Jay the escape nrom the existing shortage of cotisunacrs" goods; 
for^ FV'cn ifin the long run reduced working hours need involve no 
diminution of total output, in the short run they would itievitably 
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have (hts effect in view of (he difficulty orprovjding tjuickly the new 
capitiil cquiprtiCQt needed Ibr wicrcusingf output pcif fflan-hour * 

still appear to most active Trade UmoaistJ to stand on 
a dificTcnt footing, because there is dearly up rc^n why higher 
wages should reduce output per man-hour^ CT^^en in the short ruji^ 
and some reason why they should result in an increise, Tliis, 
however^ ii not the whole story; for higher wage-costs might, as 
have seen, react seriously on export sales, and even in the 
home market might ups^t price relations, especially if they fell 
mainly on basii;: industnes which aifcct coats o%tt a wide range. 
Wages can no more be intxeased than hours reduced without 
affectiiig the entire toonomy. 

Th£ lllcgiailify of E^tngi 

It is, how^ever, obviously necessary to the wage^ 

stmeture with a view to bringing about a distribution of labour 
corresponding to the changed rccjuircments of the ptot-war 
economy- There is no good reason why average wages in different 
trades included in the Ministry of Labouris returns should vary 
anything like so widely as they doi nor do the vanalions corre¬ 
spond with any exactitude to real differences of skill or of 
A^ittractivencss in the conditions of empLoyment- A glance at the 
two Tables on pages 596“7 ^11 suffice to show that there ts no 
logic about the existing wage-structure and that neither men s 
nor women*s ■^'s'ages, as they now stand, are the outwme of any* 
thing more than a series of aceidents and variations in bargaitung 
stre^th. V\Tiy should the aver^ adult male vehicle-builder 
have got, in Jtily, i ^5, a weekly incpme of 14 Ji. whereas the 

average house-builder got only i o8f. 1 d*? VVby should the a\xragc 
woman worker in the rubl>cr industry have got lorf., whereas 
the a’twge woman pottery worker got only 4^.? No doubt, as 
the figures show average earnings, and not ^vage-ratp, 
account needs to be taken of the numher of hours worked. But 
the substitution of hourly for vsetJdy earnings leaves the broad 
potition unchanged. ITic a^^eragc hourly earnings werCj for men 
vebicJc-builders v-, and Ibr men housc-buiiders for women 

rubber workers li. and for women pottery wcirkers tr. 

Of course, current eamings reflect to a considerable extent the 
rise in the relative position of the metal-working trades. But^this 
is not the only factor. Pre-war earnings were ^ illogical, 
because in a number of industries they had been driven dovm by 
prolonged depression, whereas in a number of others they had been 
fbrcect up by expansion of total output at a rale much abo\'e the 
average* It h not a question of going l^ck to pre*w'ar rates ofw'ages, 
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but oFworking out a new wage-adjusunent that ^vi^l bring about 
an adjustment oflabour ^pply cortespoading to post-war needs. 

Admittedly, thia cannot 1 ^ easy to achieve^ It will not be 
achieved at ^1, except in the very long run and after a great deal 
of undesirable fiictionf unless the Trade Unions become con* 
vinced that the Government is prepared to plan for the highest 
total wage-level that can be afforded in the light of the ascertained 
producth-e capacity of the nation^ Or unless they arc fully taken 
into confidence and participation at e^'ery stage of the readjust¬ 
ment. The securing of the conditions requisite for this process of 
convtedon depends^ not only an the numbo- of Industries the 
Government decides to aooaliic—which is only one factot’—but 
also On its success in imposing effeedve planning in the public 
interest on those sec tions of the economy that are to remain^ at any 
rate for the time beings in private hands. It abo depends—in trutli, 
it depends most of aU—on the Govemmentb success in niaMng the 
ordi nary worker feel that the bade condidans of the economy have 
been changed so much that the main reason for his being employed 
is no longer some capitalist's expectation of making a profit out 
of his labour, but the necessity of bis job as a contribution to the 
maintenance of the standard of living of the British peoplcp in¬ 
cluding himself, his dependanis, and his friends and nwghbours. 
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CHAP^TER. VllI 


HOUSING, PLANNING, AND THE 
LOCATION OF INDUSTRY 

The rifeST i titNO to oh borne in mind ubout hoiucs k that 
they are normally built to last a long time. There are exceptional 
cases, gf couTK—from hutments for occupaiian while a particular 
job is being done, such as building a great d:im or cutting a 
or executing some big temporary work in time of war, to the 
temporary bungalows which are being pemidcd as a of 

easing the immediate bousing shortage. But these stand 

apart from the main body of housc-btiildijig, in which the 
whcdicr they are constructed well or ill, are generally to 

last over a long period of years. We are sulTeTing to-day, not only 
lirom an absolute shortage of houses, but also frum a mass of 
shoddy houses still in occui^tbo, though they have long outlived 
their period of real babitabili^—if indeed they ewer had one, by 
any tolerable standard of Indng amenity. When the war broke 
out in 1939, rougWy one-third of all the houses in Great Britain 
were as much as eighty years old. 

Some of them, of course, including tome of the beat, were very 
much older—hundreds of years old. But I am not speki^g now of 
fine old houses which we can reasonably wish to preserve for their 
beauty and as monuments of the past, or even of quite common¬ 
place well-built houses that can be modenuKd so as to 
excellent homes, but of the common ruck of dwellings built in the 
early nineteenth Century and the Victorian age to house the 
common people. Immense numbers of these houses crowded 
to^tlicr so as to save l^d, devoid of the common conveniences 
and often of bght and air, m many cases shccrly insanitary and in 
most cases h^cously drab, arc with us still. Between the two wars 
we luc^cd^by a scries of dTorts that seemed terrific at the time 
m building about four miUion houses of all sortii. There remained 
about the Borac ni^ber that had been standing eighty vcaj*s ot 
more, and same number buiJt during the six decade^ 

which ended m 1914—most of them during the earlier part of 
this penod. ^ 
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Thi Bcemmki of khuting 

Tlicitr ait iw> itiam reasons For bcaiing cciatinually in mind 
that hoiisfts arc built to last. One is that capital sunk in house¬ 
building is locked up over a very long period, Trom tilts it failawi 
that the rate of interest at which cap! w can be borrowed exercises 
a very great inJlurnce upon housing costa- The house wears out 
over a long period^ but the capital Avhich it ^presents hm to be 
borrciA-cd all at once^ at whatevcf Is the prevailing rale ofmeenat 
for such loiins at the lime when it is builtK The rent is fixed so as to 
cover the mtercst charge and wipe off the capital over a period of 
years** The rents charged for new houses therefore depend l^dy 
on the long-term rates of inti^rest current when they are built, as 
well as on current construction costs; and under ordinary con¬ 
ditions the rents chargeable for new houses {or their selling prices) 
naturally exert a strong influence on the rents (or selling pne^) 
of older houses. This influence may be upset, ^ it has been in 
recent timea, by Ic^gislation controlling rents; but ii ope^to when¬ 
ever rtmt-lcvids are allowed to move Freely* It is accordingly oFthe 
greatest impcrrtanctv tF we w^ant to keep rents down, to make it 
possible to get capital for housuig at lovv interest mlcs—a con- 
sideradon whidh, as we shall see, has a most important bearing 
on present house-building poUcy« 

Housing Standards md Housing Costs 

The second reason why we need to bear in mind the durability 
of houses is that housLog standards, at any rate in the modera 
world, do not :stand stilL For some time past we in Great Biitajn 
have been steadily advancing our notions of what a house ought 
to be if it b to be regarded as an acceptable addition to our exist¬ 
ing stock of dwcliino* *rhb advance takes many forms. We are 
coming to demand (though we do not always get) better actual 
building and better matenaJs than were thougbl good plough For 
working people in the Victorian age; and at tbe same time are 
demanding more space per petson both m the house and around 
it* VVe are improving cm past notions of overemwding, and we are 
g| yfi coming to insist on new houses being built ftw'er to the acre* 

1 No doubt it may be pomblcp kicr, if the ralo of intirot fUl, to cotwtti 
part of cApital locked im hi hduae^buildi^ m n lowr rate, uid ihiiii to 
n^ucc the ccooomk rent* Tliii applia fapedwiy fu Joi;^ autboniJci, whicb 
i*-jip bftftow in ihe fins jmiimce for iliNorter tcmii than the expect^ litm of the 
houiei buili With the borrowed pniiiey. If, hmvEver* lotciTaJ rtlei arc higher 
iiutcad of Itjwcr when the lonni fail dwe* le-borrowiBg will rwsc the cconflmie 
renl Ifutcad fpf Iwering it. \%Vtc houMi arc bidli fiw ule aed eot for lettiof 
in the ftnt iiutJiiKc^ thr prfea chnrsed for them are hmed on cmrcni long^ 
term fntcrol rAlei. 
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We zn aln gTAdually raising our staiidartb uf Citings and 
ametiUtes. It hai become a commonpUce that every house we 
build ought to have a Ia.vatQr>’ of its own and even a bathroom; 
and we say nowadays dial there ought to be Kunewhere to keep 
the coal and the pram, tolerable cupboard accommodadon and 
kitchen equipment, and a number ol^other things, such as dcctrie 
light, that nobody used to dream ot Probably our tiandartls— 
which we often M to live up to—will seem in same respects 
grossly inadequate to the neat gencratton; but it can be taken as 
certain tliat many of tliem will have to live in the houses we are 
setting out to build, just as many of us live in ob^te houses built 
by the generation before us or even by the generation before the 
generation before that. 

Our housing standards do not stand sdlJ; but our bousing costs 
do not stand still either. Even apart from diangcs in the costs of 
buUding a fined standard type of house, any advance in standards 
usuaUy means an increase in cost. In the case of many other com- 

cxatople—rising standard* have gone 
with falhng costs, because mass production has led to vast 
^DomiH. But on the whole, so fiir, this has not happened ivith 
houses, ^cw money cost lias indeed fluctuated enormously with 
changes in the pricet of materials and of labour, as well as in the 
pn« of rapit^—that is, the rates of interest at which the eapimJ 
for b^ng^them has jwn borrowied-and in the efficiency of the 
buiJ^ mdustry, which is at present particularly low. But there 
has been no steady tendency for the real costs of houses to fall, 
because there has been no technical cliange that ha* led to less 
labour or materials being used up in building tlitnj A modern 
motor car both contains less material than a motor car of a 
generation ago and requires much less labour to ^ bouse 

if it u to come up to modem standiUib, is much more likely to 
require ra™, or at any rate more cosUy. material* and a lanrer 
number of man-hours of labour in building it. We are often told 
that pre-fkbncation speedily alter all this; but it has not done 
SO hJUiExtp to My fiottccabLc cxt&nt. 

There fireU arc vitaUy ^portant in relaritm to houW pobey, 
btpiusc wbatcvw standmds we lay do^s^l as thT^^asa^ 
minimn for new hou^bmld^, wc are in effect saying tliat an 
«pendjtiOT which will provide a house up to this standard is to 
be regarded as a nccess^ clement in everybody's cost of living, 
at any rate as soon as the houses can be provided. But what is to 
hap^ if ^e incomes of a laigc part of tfie people will not stretch 

prescribed standard and leave enough 
over to meet the other ncecssary costs of decent Uving? This is the 
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diflkulty which haj been facing ta ntm for a considerable lime. 
On the whole, between the waw, we toet—or cvadcd~il by 
buHding hnusca up to a standard which was too high for the 
ordinary wage-tamer to be able to rent tlicm without the aid of a 
subsidy, or in many cases even with the subsidies which the State 
was prepared to provide. Consoquently^ the hulk of the new houses 
built between the vrais wett: occupied by relatively well-to-do 
households, and the poorer households went to Uve —or went on 
Uving —in the older houses, which were mostly inTcjicif in 
standard btsidcs being old* T^crc were cxceptiDni in the case of 
liouses built dednitcly in connection with slum-cicarancc sohemes^ 
but in these cases higher subddies had to be made available in 
order to bring die rents down to a Ic^ti which tlie cleared sliim- 
dwcUcis could afford^ or could be deemed able to afford^ to pay* 
In the TTinin the poorer wage-earners lived in second-hand (or 
sixtli^ or seventh- or twendeih-^hand) houses^ Indudlng many old 
big houses which had been cut up into lencmenis or were simply 
occupied by a host of separate tenants itvithout any physic^ 
adaptation at alL It is notorious that these obsolete mansiotrs 
often made the w'Orst slums. And it should be equally notorious 
that many slum-dwellers, cleared out of such pLac» and removed 
witli the aid of subsidies to new and Katiitary dwdUngs, found 
their rtnli so increased as to leave them too little money to buy 
food and other things which they remrded as necessary to life, 
and driftesd back, as soon as they could, to crowd into dwellings 
whidi had not been condemned, increasing overcrowding and 
creating new slums in place of those which had been pulled down, 

High^ In£o7tt£S SuBsidUs? 

If we dcteixnijic to adopt a certain, uiinimujii s tanda rd of 
housing and to provide all the people with houses up to that 
standard as soon as we can, we must aho do one of tw^o other 
things. Either we must assure to all the people incomes which will 
allow' them to pay whatever rents will cover the coat of these 
bouscsi or we must suhiidise housing in such a way as to brmg 
rents down to levels which people can afford to pay without going 
unduly short of other necessartes and of such ^extras' as they 
regard as necesaiics and put before some of the unquestioned 
necessaries In making up their household budgets* I do ndt mean, 
of course, that if a man takes to drink and so cannot pay his rent, 
we must pay it for him; but I do mean that we must indude in 
our conception of llic tiecessary cosu of living a reasonable sum 
for 'extras/ No purdcutar 'extra* may be a necessary; but some 
money to spend on tlic ^extras’' that one lknde$ is necessary, and 
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has rightly been included by Mr. Rowatree, iq his more recent 
studies,■ iunang the ‘human needi’ of the people. We must not 
lb( rents for a minimum of stand an! accommodation at such a 
level that a large number of people will be driven, nAer paying 
theoi, to choose between going without ‘e«tra’ of reasonable 
amount and going wi^out adequate food and decent clothing 
for themselves and their children. 

Ptnbably ibis general statement wiJJ be generally accepted- BiU 
consider ivbai it means. If a house costs £500 (o build, and the 
cost of land, sewers* roads, etc., comes to another and if the 
capital has to bear a total charge of 5 per cent, for intCFcst, omortis- 
ation and ‘other costs—to which we will come later—we have 
already a charge of ^^30 a year, exclusive of local rales, for ihe 
house, quite apart from water, gas or otlicr fuel, or current 
repairs. Tliere already is a ient«charge of more than 11r. 6d. 
a wedt; and su^ a charge, when we have added to it the cost of 
repairs and maintciiaDCc, and local rates, dearly gives us a gross 
rent which is Eir beyond the means of a very large part of the 
population, even at the erdsting rate of earnings, increased as it 
has been by ‘full employment' under war conditions. Yet the 
figures 1 have used by way of illustiatton are a long way below 
not ody current housing costs, which are inflated by war 
scarcities, but also below any levels of cost which look at all likely 
in the period upon which we have entered since die war ended. 


Rmti end Jidtr&t Chsrgts 

Sir Ernest Sboori, in his recent book on the housing problem * 
has pointed out that in Manchester, whereas the averajie slum- 
dweller pays about ar. 6d, a week m local rotes, the same tenant. 
If he moves out to a new house built up to the current ('Dudley') 
standard, y/Ol ^vc to pay about &. 3d. a week in roles alone. He 
hM also pomted out that the cost ofbuilding a bouse has much less 
effect Oft Ihe rcDt than the rate of mttrest at M^hjch Uic capital b 
roised. If the cost of labour b doubled, the economic rent is raised 
by afi per cent.^ dtfae cost of matcruils b doubled, the rise tn rent 
rt 37 per cent^ if the rote of interest is doubled, the rise in rent is 
70 pw «nt. Clearly, if we want Uic main body of the people to 
bvr m d^nl hc^s we must keep down the rates ofinterat on 
die capital employed in buildmg them, and wc must also keep 
down the local raics^rUcss, of course, we prefer to Jet there 

'■“i’ • wa*i 

* Mttfitolf Britaui; « Fian. CcllMin. 1545. 
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charges rip^ to pay huge subsidies in order to brirtg down the 
rent to much less than an economic Icvet. 

Piihlic versus PriMitr Housing Enterprisf 

One moral is obvious. There u only one way of gettuw houses 
huilt at the lowest iatertst levels consisteat with current finandal 
conditJans, Tliat is for the State or some agent working directly 
under it to undertake the financial responsibility, so that the 
money can be made available at the gilt-edged rate at w'hich the 
State alonc^ or almost alone, can borrow. Doubtless, some of the 
big munidpalitics can boimw almost as dteaply as the State 
itsi^, and where they can do this all is well. To other local public 
authorities the State can extend the supply of cheap capital by 
allowing them to borrow through the Lo^ Loans Fund— and it 
might well, for housing purposes, allow them to do this without 
charging them anything over and above the rate of interest which 
the State itself is paying* The same privilege could be extended to 
the special Corporations wluch are to undertake the building of 
new towns under the Act of 1946, and to the non-ptofit-malung 
Housing Societies, on a co-operative basis, capectalfy where they 
are proposing to erect new Garden Cities or Suburbs or Garden 
Villages on lines that fit in with national and l oca l housing 
and planning policy. 

As a^[amst tto, what cannot be done, without extravagant mb- 
aiihes, is to get houses built at low mierest rates by profit-seeking 
private emerprse. If the speculative builder is left to raise the 
capital, he is bound to have to pay a much higher rate ofinterest 
than need be paid by a public body which can offer complete 
security. This remains mic even if the long-term ca pita l is raised 
through a Building Society or some similar agency; for any such 
indirect form of finance necessarily works out much more 
expensive than finance provided directly with the aid of the 
public credit.’ I therefore conclude tvithout hc^tation that the 
main body of new housing will have to be carried out directly 
under public auspices. Even if private builders are called upon to 
build the houses undca? contract, the State or some other publk 
authonty will have to order them, own them, and pav for them 
on the ^ of the public credit. ^ 

® policy which the Labour Government of 1044 lias 
dearly set out to follow, in fece of loud squeaU from ih^ who 
had hoped to make large profits out of the finance of housc- 
buadmg, as distinct from the actual erection of the houses. Mr. 

toy bookkl; Baildii^ Ssci/tUi 
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Ancurin Bevan^j policy ha^ been* first, to cnnirc priority for the 
smaller houset ^I'liich arc mM urgently needed by fixing a 
tnuimum figujc of cost above whicb no Hccncca arc at present 
Uaued for private buildings and secondly to ooncentiate most of 
the building of small bouses in the hands of the local autboritles, 
^rith the aid of large public subsidies to oRset the very high level 
of bmlding co^s. The number of houses actually built up to the 
end of 194^ {the dale of v^xitlng) has been terribly uimll; but 
this is not ^Ir. Devan’s or the Government's It is an 

unavoidable consequence bocii of the almcat complete suspensipn 
of house-building and the sharp [all in the man-penver of the 
budding industry'' during the and. as shall sec^ of the 
Ikiliire of the previous Govemmeiit to make any adequate 
preparations for g?citijig production, including pr^uction of 
bricks and other components, restarted promptly when hostUiUes 
in Europe came to an end.^ 

Costs onJ Rents 

What level of rents, mcluslvc of local rates, we should aim at in 
our presenl building programme of course depends on what the 
levels of wagea and prices generally arc lo be. As w^c cannot yet 
tell at what kveb these will settle dowTi^ we can usefully speak 
here only in terras of prt*^var levds, Icavirig the figurct to be 
adjusted, as Sir WUliam Bev'cridgc meant his sociaJ service 
benefits to be, to post-war pricesn^ Let ua ask, then* w^hat rents 
tenants belonging to the lower mcome groups could liave been 
reasonably expected to pay in 1939;, on the assumption that there 
had then ousted a system of family allowances at the rate of 
for each dependent child cxca:pt the first. Again we can ^fully 
have recourse to what Sir Ernest Simon hai said. He points out 
that under die sliim-dcarance scheme instituted by the Housing 
Act of 1930 and maintained by subsequent Conservative Govern- 
ments the average coat of a standard house was ^400, giving a 
rent of Bj, without rates, and the average rate^a^ 4J, over 

the whole country. [It ivas of cofiinc much higher in many areas.) 
The average rate of subsidy provided from pubbo firnds was fix. 
a w^eekj leaving for the tenant to pay. Post-war houses will^ 
however* if present proposal arc cam^ out, built to a higher 

standard* whidi will involve higher costs quite apart flora any 
rise due to changes in the prices of inaterinJs or Labour. At least 
another £xoo must be added on, at pre-war levels, to allow fnr 
this factor, raising the gross rent to 14X-, even without allowing for 

^ AImhu 5e,ooa ted rcropofary houia vtm m fuel finblied 
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ftny rise in rates- The mh^dy^ on the pre-war lin^, would there¬ 
fore have lo be 8f. ini^tead of6r* If the incomei of the leiuiitts rise 
on the whole neither more nor lc» than the price of getting a 
house buiit^ their ability to pay rents may be regarded (on the 
doubtful assumption that they could just alf rd what they were 
actually paying before the war} as increasing enough to cover the 
rise in the price of buildings as distinct &om the Increase in cost 
owing to the adoption of higher standards; but there will bCp even 
on thli showings an average subsidy of a ^veek necking id be 
found wherever dwellers in tub-standard houses move to standard 
houses under the post-war housing schune^ 

Moreoverp this t^cuLation is much too Eivaurable, Unless there 
arc very great and speedy changes in building techninue, building 
coats arc likely for some time to come IQ be higher than pre-war 
CCBts by much idore than the rise in the average incomes of 
tenants. Local rates also arc Likely to be higher, unless die 
Govcmiuent docs much more than it has yet shown ony sign of 
meaning to do to transfer burdens from local to naiiona] taxation- 
In £ict, on the facts so lar considered, an average subsidy of fir* 
a week—which^ for replacifig four million obsolete houses, would 
mean a total subsidy of ovw ^ioo,oc>OpOOO a year—seems certain 
to he much too Uitlt. Bui it will probably appear both to Chan¬ 
cellors of the Exchetiuer iaced with many other daims and to a 
good many other people a great deal loo much. 

Whalp then, are we to do? Wc have to tnakc up our nundsi what 
standard of housing we do regaid as forniing part of our idea of a 
national minimum of dvUised living, and then wc have to set to 
work to make enough houses of approved lypca available for all 
the people at rents they can afford to pay. The higher wx put our 
standard, the more formidable this task will be, not only because 
each new house we buUd will coat more to bmld in materials and 
human effort, but abo Lsccause ihm will be more sub-stand&Td 
houses to be replaced^ 

Populatiifn Trtnds and thg D^and far Houm 

^ this point we encounter the argument thatp if the population 
of Great Bntain ts destined to fall rapidly during the next few 
decadwp we shall not need many new houM after all, and shall be 
m a positian to scrap some of our obsolete bouses without replace 
ing them. This h a thoroughly misleading argument. The M in 
popuJatioup even if it continues—which is doubtful—wiD be 
associated much more with a reduction in the sizie of the avmgc 
Ciimly tJi^ with a reduction in the number of femilics needing 
scpamic houses. True, the rising number of elderly pcrions will 
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mean that there uill be a laj^er proportion of bouseholdA in 
which there arc no diildretif but only an dderly couple or 
perhafM a single elderly person w*ith or without £omc relative 
living in the same household, Tliis may well afTect considerably 
the typM of houses we decide to build, but not the number. 
Again, u may be argued thati as people arc lending to have 
smaller famuiesi they can make do witJi stnaller houscsj and that 
the Dudley standards of accommodation arc loo high* But this 
JA to Ignore the cattenc to which we have hitherto permitted ovxr- 
atsw-djug m the cose of bige families. Moreover, it is pertinent 
Jiiind that houses arc built to last a long 
time, /we we acc^ting as permanent the decline in the birth-rate 
to the low le\nel of recent ycars^ or are we looking for ao increase 
u men and women are anJc to take a more hopeful view of the 
lYT? chUdren ^■ilhoui fccUne that cadi 

additional baby worsens the prospects in life of those w'ho Jiave 
Edneady been bom? Jfwc art planning for larger famtUc*. it would 
be highly anomalous to plan for smaller houses for them to live in. 

The Ske of Houses and (A. qf Famlia 

The t^cstioo, howcA'cr^ not quite so simple as this; fcr 
taoulics QD not Atay the Aaiuc aIzc, The usual graph of family life 
shows an increasing size as the children are auccesakely honij 
a i^od of stable si^e^ and then a fail as the children leave home 
ana set up Tor themselves. Why, it is sometimes asked, should we 
most of our houses to hold a Jhinlly of "standard" with 
me <^nscqucnoe ofnvertrowding in some Oases and rooms luspiare 
^ ^vhen \\x know that most families are not of "ttandard* 

but Cither above or bet^^ it—and more below than above? 
inc Mswcr to ihis queaUon depends on die amount of moving 
trom hoiM to house we aspect people to do as die si^e of the 
household changes. This Js a hJgnly oompUcated question. It is 
obvio^ly easiest to move (a) where the house is rented and not 
there are in the same immcdialc neighbour^ 
h(M lar^prr and Mnaller houses available, so that people can move 
without losing their Sienda oe ebangiug their soCLal cnvironmeni; 
{€) where there h no special atiachmcnt to the houscj such as may 
arise citncT w'hen it has been long occupied or is associated with 
some ^^rticul^ event, or where^ <ay, a keen gardener baa made 
himsell a gard^ that he loves. It Is impra-cdoabJe to treat people 
« n^e biddies, to be packaged in houses into whidi they can 
just be ntt^. A house is, or diould bc^ a home, to which in many 
cases pimcTful st^timen^ become attached. This is not lo say that 
we ought to make moving difficadt, or to lay our pUm eo as to 
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prevent it. That is what does liappcn when people become house- 
owners, not because they ^vant to own their houses^ but because 
there is no other w-ay open to them uf gc tting a suitable roof over 
their heads. No, we ought to make wtuntG^ moving easy^ for all 
sorts of leasoM—for one thing, in order to make it easier for 
people to move in seardi of a better Job* and to live near their 
worV. ^S'hat we must not do is to base our housing plans on the 
assumption that people can he ftrr^d to move into hotises that arc 
considered just the right ske far them. \Miy sliould not a working- 
class mother, juit as much as a middle-class mother, have a 
spare-room where her married children can sleep when they 
come to sec her? \^'hy should the parents have to break up the 
home, unless they wish to, when the cliildrtn have gone away? 

Naturally, I am not suggesting that the parents should be 
allowed to keep a larger house than would hold them withuuC 
overcrowding unless tl^cy arc prepared to pay the rent appro¬ 
priate to that particular Idnd oi house, with neither more nor less 
^bsldy than is given to other people who live in similar houses. 
Nor am I ^ying Utnt we ought to build ei/ our nny houses of a 
"standard" ske. On the contrary, vve moESt cmaiply ought to mk 
them up, uud lo buhd houses of as many different sizes as possible 
(but all of satislactory quality) in the same neighbourhoods and 
on the same housing cstalt^Sp We ought to build an adequate 
numbcf of small, labour-sa\dng houses for elderly couples and for 
single persons, so designed as to make Living conditions as easy 
possible. We ought to build some spcdally laige houies for big 
iamilics, or for tnoso who arc prepared to pay for more accom¬ 
modation because that is what they value most. We ought to 
provide some houses with large gardens and others with none at 
all, but wnth full aociM to commimal gardens. We ought to build 
some dais, especially in the crowded parts of towns for people 
who must live near their wrork^ and ajso for unmarrictl persons 
and for young couples who prefer to start life in a flat and move 
on to a house w^hen they have settled down and need more room, 
mdudiug garden space for the childrctt under the mothcr^s eye* 
Our housing programme needs to be, not uniform, but accem-^ 
ingiy diverse; but 1 doubt if its divcraty w^ be found to achieve 
much in the way of redudug the average cost per house built. 

TTpt Financial DiUmma 

We come back, then, to oxir Enanciat dilemma, which we may 
now rotate in a rather different way* In the case of most j^jods 
and services, we prefer to leave it to ordinary pefsems to decide 
how to distribute their incomes betw^een altemati’^^ things that it 
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is open for Ujem to buy. We do not say to them that they must 
attend the dntttta m tnany times a months or tlmt they must eat 
so much fish or drink so many pints of milkt or take a week^s 
holiday at the seaside^ whether they want to or would much 
rattier spend the money on soraethiiig else. In general^ we truat to 
people’s common sense to make the use that suits them best of 
their incomes; and if some of them choose foolishly we reckon 
that it is belter to let them do so than to start ordering them about 
too much, (^^'hen I say *we’ and "them^^ ( meanj of course, by 
those who take an active interest in political quntions, and 
by ‘them^ everybody, including tliosc who take this interest.) 
*We* do not, how‘c\'er, take the line that there should be no inter¬ 
ference witli people's freedom in Uus respect. ordain a 
minimum of education which every child must have even if its 
parents would sooner send it out to run errands, or neglect it 
altogether; and we fine, by way of taxes, people who show a db- 
posiljoxi to spend a large part of their incomes on w hisky, or becr, - 
or tobacco.* 'The present question h whether house-room is one 
of the things we can safely leave people lo buy as or as litile 

of as they please, or whether w-e are to indat on thdr living up to 
a certain minimum standard of acoommodation for themselves 
and their dependants. *We' have already* by our hutlding 
iaws* our legislation against ovcfxXQwding, our general housing 
laws^ and our schemes ofslum-clcamficc, decided this question in 
principlcj In the sense that housing is a matter in which the State 
must intervene to enforce mininiiiro standardSi The only questions 
that remaia are what these standards are to be, and (i) how 
much help the State is to give to people who can ill affonl* or 
Cannot auord at all, to live up to tlicm without help. 

vemis Othfr Goadi 

In discussing these questions, we (ia\e to consider, not houung 
alone, bm the claims of housing in letation to ail other claims on 
the national power to produce useful things. Gb'cn employ* 
nicnt," and on the aasumption of any given lc\el of productive 
efficiency, we have altogether the power to produce,over a certain 
period of time:* jr units of things—our unit being ^damentally 
a Certain complex amount made up of raw materials and man¬ 
hours and use of existing capital equipment. For convenience, and 
bemuse we have no belter way of exprraamg it, wt express this 
imit in terms of money cost at a certaiu level of average prices. 
Now, suppose we haw, in the period for w^hidi we are making 
our plans, a total productive power of £x millions, w'hat fmclion 
* Far q (tirthcr docwda oT ihu pToUcuit refer hoei in pp 450RI 
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of £x millioiu can wc afford to d«'Ote to housc-buJIding? That b 
die fundamental t|ucstiDn that needs to be ansvi'cred before we 
can formulate a reasonable housing policy. 

Such a question does not admit of a xientific answer, which 
everyone wlio undcisiands it will be bound to accept. Just as we 
may differ about the amount of schooling (which also uses up 
part of our £* millions) we think the children of the nation ought 
to ha«, in lice pf other claims on our resources which cannot all 
be satisfied, so we may differ about the housing slandaid which it 
U reasonable to adopt as against other ways of using up the 
resources needed fnr giving effect tn any standard that we choose. 


Htxtsing snd tkt Dtnumd for Capilol 
In practice, tile question does not face us quite in die way in 
which I have just stated it. We do not consider directly how much 
housing we can afford as against evc^thing else luniped together. 
We break the truest ion up, and consider in the first place how we 
had better divide out £k millions into two parts, one Ibr pro¬ 
ducing ordinary consumers' goods and services that will be u wd 
up in single acts of consumption or ovtt sliort period, and the 
other for producing what are called 'investment goods’^—that is, 
capital goods for use in further production and ‘durable con- 
tUBiers’ ^oods,' such as hoiues, which are used up only over a 
1 ^ pmod of dine.» This gives us. instead of our undivided 
jC* i^hous, two sums, £j millions and millions, which 
together equal £m millions. Any houses we build wOl have to 
come out of our millions, as they belong to the cW of'invest- 
ment goods^' goods capable of yielding a return over a long 
pCTiod. \\e liave now to weigh the claims of housing, not againS 
aa otlicT ckuns but only against other claims to a alW in 
£t millions. We have to weigh houses against factories, power- 
siatiow roads, bndges, shops, docks and harbours, aerodromes, 
town halls, schools, theatres, halls and community centres land- 
drainage ^d other land-improvement scliemcs, water supply, 
and anything die which produces durable capiial assets We can 
how«-er, narrow the question mmewbat more. The claims of 
hoi^ are in compeiiiion with aU these other daims, as tliev are 
m the last resort with the daims of immediate eomu^ption- but 
ti^ are most directly in compeiiiion with those other 
which will require the sapie kinds of resouroes—die same Idnds 
of ^mcal and manual ^U. the same materials, the same 
kmds of capital equipment, is so (n) because in the short run 
we cannot increase at more than a very restricted rare die supply 
I For Ihu diilinrtiDO laid ib unj»lk.|iq«, „ 
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of these things, or at oIJ cvrrits of the technical and manual skiHi 
needed, which are the enct of die problem ^ and (h) beaiiisc, even 
if we could, it would be mcHt undesirable suddenly to CKpand a 
partietdar industry to a prodigious size and then to oaotract it 
greatly a little later, when we regarded some other tbrm of 
expenditure as having more urgent claims upon a share id our 
millions. 

What this means, in effect, is tliat, in making up our post-war 
housing fiTpgramnic, wp have to considerp first, what proportion 
of our mUlioTTs we eaji airord to devote to housing, and 
secondly, what proportion we can in practice so devote without 
using up an undue proportion of the sj^alistd resources that sve 
have, or can quickly produce, and without camir^ dislocation 
later, if \s.'c suddenly decide to switch over to something rise. In 
this particuLir case, we dearly do not utant all the houses we am 
possibly build, if that meiuis getting no new schools or factories. 
We have to weigh the need for houses against die need for other 
buildings a* wdl as, rtiore generally, against the need for other 
Investment goods of all sorts, 

Othtr Building 

Now^ It is evident that, in face of tlic diversion of our resources 
to unproductive uses during the war, there exists a need for a 
great deal of new building of many different funds. We are 
already committed to an cducatkjiial progtumme wliidi calli for 
the building of a great many schools and colleges, and for the 
enlargement and uTiiprovcment of many raom. We are committed 
to the building of new factories and Induitrial Trading Estates in 
the pre-w-ar i&tresscd areas. We have a ^ai many damaged 
industrial, commenctal, and other non-raidctitiiU buildingSi as 
well as hou^ to make good. We haw b^ tmvn replanning 
schcnicsp wluch will involve many kinds of building besides that 
of houses. We shall luivc to fix an order of priorities for getting al] 
these things done; for assuredly wc cannot do all we want of aU of 
them all at once. How ranch of them we can do at once depends 
on the capacity of the building industry, which in turn depends 
mainly on the scse qf the skilled labour force in the industry and 
on the economy with wliich it is used. 

There are thus twQ limits to die amount of housing w^e can get 
done—a tcdinical limit and wliat may be called a ‘financLar 
limit, though it is really a limit set by the total magnilude of our 
productive resources and the proportion of them we are prepared 
to spore fixiin making things for Lrumediate consumption and to 
apply to making ‘investment goods. ^ There are tvi'o quite distinct 
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Jimita, though they are often eoiifiucd. Let ua now discuss them 
separately,, beriming with the ‘financial* limit. 

Tht Supply of Capital 

We MW in Chapter II that in 1538 total ‘savings* amounted to 
about £^y 3 millions, of which about ,^300 millions came from 
personal incomes and the other £230 millions from undistnbuted 
profits of business. As against this, we have to set about £00 
millions collected by the State in Deadt Duties and other tmws on 
capital and used as part of the Sum's inooinc for meeting current 
expenditure. This leaves a net total of about £44oliSlion5 in 
1938, pirn any part of the current public cxpeodituie which was 
acuity spent in buying capital assets. Ocarly, all tljtse totals 
would have been higher if tliere had been MI employment; for 
the national income as a whole would have been increased and 
this would have mulled in a larger volume of saving. Indeed full 
employment could not have existed in 1038 tmless there had iicen 
a volume of investment, which connote* a lm^v;Su.nrof 
saving, public or private. About £800 millions of outlay on invest' 
meat would have been necessary ns a minimum to create the 
rccrnmtc conditiQii& for full emplayiticjm.^ 

^ ^ miUions, thCT, may be taje^ as at the least £800 
mdhons m 1938, at 1938 price*. How much it wUl need to be in 
future no one can «ay; for tiiat must depend on the level ornost- 
^ces, Latt us continue to eaJJ it £^ milUons. How 
tlus £c ouUioiu can we afford to devote to lioustae? In i q«8 wt 
devoted apf^ximately £350 millions to privatebuildinM of all 
sorts, of which about £105 millions was for replaccmems and 
renew^ and dow not appe^ in our total of new invcstmeni. On 
^e other himd, the £350 millions docs not include pubtu expendi- 
tore on buddings, and thus excludes municipal houamr jch^is 
From other wusoes w kn^- that the total spent on new housJ 
alone in 1038 was about £150 mJJions, and that the number of 
bo^bmlt wa, about or. say, £420 a house, for the 

Mttnd bMdiug, ex^usive of the cost o/land. roads, sew^ and 
overhead! generally. • 

^ ““ch mote urgent as 

a rwiilt of the wm, not only on account of war damaire but also 
b«au« normal build mg has been iutemipied foTf Period of 
more th^ mx ye^, » that Wt arrears have been ailowcd to 
pile up. If we had contmued from 1940 to 1946 to build at the 
Mtne rate a. from ,933 m 1938, wcTpuJd & bSh Li thl^ 
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Acvcn yean over two ajid a half mlllioii hoiucs, whcieaE we have 
in feet built hardly any^ We have, on thw showing, arrears of at 
least two miUiom to make up, quite apart from mcctiiig the 
current demand of the post-uw Moreover, in addition to 
new construction* there are still big arrears of repairs and main¬ 
tenance^ induding the thorough repair of bomb-damaged houseap 
to be made good. I have attempted elsewhere to make a detailed 
esdmate of what the fKisi-wnr demand upon the building industry 
is likelv to be, and hc^ I have room only to summarbe the 
general oonduaions at which 1 arrived,* 

An Estimaii tht Dtmand Jbr Hous^ 

On the basis of seven yeara^ arrears of buitdEng at the pre-war 
average rale to be made upp I begin with a demand for two and 
a half million houses to wipe off tlicae arrears. Add at least half a 
miUJon for bouses damaged past repair by bombing. Add a further 
t,500p0co houses needed to do away with the overcrowding which 
was revealed by the Oveatrowding Surv^' of 1936P Add another 
balf-miJUon for sluni'clcarartce and for the provhion of nmv cot^ 
tages in the countryside in place of Insanitary or hopelessly 
inconvenient cottages still in use. We have already a total of 
5,000,000 houses which arc needed as stoon as they can possibly be 
bulii. But tlus local makes no providon etiher for the replacement 
of obsolete houses, except under slum-clearance schemes^ or for 
the accommodation of the uicieased number of families for which 
it is necessary to hnd accommodation. It is more convenient to 
csumaic for these in terms not of the demand that cxisied imme¬ 
diately at the end of the war, hut of that which seems likely to 
arise ov'er a period of years. In my earlier estmiatep I worked in 
terms of a twelve-years' building programme, starting as soon as 
possible, working up as quickly as possible to a peak level, and 
then nmiutaining this lev-el over the rest of the twelve years. In 
other words, reding the impossibility of doing everything as 
soon as we should like to do it, I w'orked on the of spreading 
the housing prfcgrainnic ai evenly as possible ovtt a twelve*year 
plan, 

I reckoned that, over these twelve ycarsp we should need 
roughly 600,000 houses to accommodate additional families. This 
estimate was based on taking, not tlic lotal poptilntion, but the 
adull males included In it os the simplest rough te^t of the accom- 
modation required. 1 know this test is only roughp but I think it 
works out not for from wiiat is reasonable. This, added to our 
previous total, give? us a total demand, over the twelve years, for 
t See Building und Plannings by G. D. H. Cuicll, I04S- 
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homes, without nlloHing for irpLacemcnts either uT 
obsolete houses or of houses demolished in cotmiection with town 
planning or road improveniciit schemes, or eonverted into offices 
or put to other non-rcsidenUal uses. TTic demand for noctnal 
replacements can be put, on the basis of experience, at 

alMut 1,100,000 over the twelve years, and to this I added another 
700,000 over the same period to cover all the remaining factors. 
I thus arrive at a final total of about 7,500,000 houses as lihety to 
be needed by 1958, 

This may seem a rormidable figure, as the total number existing 
in 1939 was about twelve millions. Hut it must be borne in minrl 
that it is iti effect a twenty ycais' estimate, in view of the fact that 
hardly any new houses have been built since the war began. It 
involves over the twelve years an annual building rate of more 
than 600,000 houses a year, or rather, since such totals clearly 
cannot be reached for several years, a rate of at least 750,000 as 
the target to be arrived at by the third or fourth year at la tes t 

or these seven and a half million houses, at least four million 
will be n«dcd to replace dwellings which are already obsolete by 
any modern standard, and most of the remainder will go to 
replace houses which will have become obsolete before the t^K’c 
yew are irp. 'Ihen; arc (or were before bombing) about eight 
mUllon houses built before 1914.; and the vast majority even of 
the less old of these are sul>-staiMiard by modem notions of what 
a decent house should be. 


f-fow Muii aiill the Progritmine Cost? 

Swn ruIJion bouses, at pre-war prices, but allowing for post-war 
standards of accommodation and amenity, would probably have 
owt about jCs, 750 millions to buUd, apart fi-om land and other 
additional costs. This works out at over ^^300 mUlions a year, 
spr^ over the twelve yearn. It compares with about £150 
milbom a year that wete being spent on house-building before the 
war. It would have used up more than half the total pre-war 
savings; but a good deal less than half under conditions of fiiU 
employment. Of coupe, under post-war eonditfons nrica are 
likely to be substantially higher, and the house-building pro¬ 
gramme ts likely to cost a good deal more, unlos there are large 
t^nomiCT in construction. But so will the national income and 
the nauonal savings be Jiighcr at any higher level of prices: so 
that the prt^rtions need not alter. It looks as if an ^equate 
housing programme over the first post-war decade would need 
o absorb at thTCC-^ighths of ihc TTrintmtcTn atnouric of savior 
ncc^dcd to fuatain full 
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7j^ Man-pifwer PtoMm 

llili does not look so formidable aJIer all, Inderdi tii* real 
difFicuky is not that of dnance or locic-up of capital in houses 
buHdlng, but rather that of man-ppwr. Tlie biiilding; indiufry 
had its man-power \'cry heavily depleted under war canditloriSt 
and in particular lost a high proportion of its skilled ’WTirkcrs and 
almost entirely jailed to tram nesv^ ones. Apprenticeships were 
interrupted; new apprentices were few, and w'crc very seldom 
able to gel a proper training. ^Fhe builidiiig industry in 1939 had 
a wurldng forw of about 1,050^000 persons^ apart from another 
^SOpOOo in variota branches of civil engineering. Of the i ^o^o.ocxjj 
well over half w'cre skilled workersj w ho are the key factor. If the 
rale of house-building is to be roughly doubled, as compared with 
the pife-Avar rate* the tndhtstry will need about stiothcr 300,000 
men for this purpose alonep besides the addition needed for 
increases in non-resideoibd bidding. In aU, it tvill require at least 
1,500,000 W'orkets, apart from those in dvii engineerings andj in 
the absence of LaiW changes in technique^ well over 750*000 of 
these wilJ need to^ skilled workers. But there will certainly not 
be as many a* 400*000 skilled men available ivhcn demobUlsation 
is complete, induding those who return to tt from the Forces as 
well as those who have been at work In other indtisirics. Indeed, 
is a much more plausible figure^ aflcr allowance for 
dviJJan deaths, rctiremciits, war casu^ties, and withdrawals to 
other occupatJoiu. This leaves a shortage of from 350,000 to 
400,000 skilled men to be made good by training new entrants, 
who must of course be dnivvn mainly from demobilised service 
units or munition Eketories, as there arc not nearly enough boys to 
go round, even if the industry ivogJd prefer to build up its 
mimbcrs by taking on boy apprenttoes^ Thens is a further reason 
why this is impracticable: a boy apprentioc normally takes fit>m 
five to seven yean to become a craftsman; but houses are needed 
quickly, and not only in five or seven stars’ dmCi 

There is still a Eoctor to be taken account of. For the first year or 
So after the w^ar, a large proportion of the available workers have 
needed to be at w'ork repairing houses and not building them. 
This work had to be done, or the houses would have decayed and 
become irreparabk, and the immediate need for new houses 
W'ould have been still further increased. 

Can we, in lace of the other denmndi on man-power and of the 
shortage of skilled men, hope-to wpand die cfTcctivc working 
foroe of the building indumy on the scale required for meeting 
thf3c demands? Clearly, such expansion %vilJ take years; but can it 
be achieved at all? It cannot, without a maa effort ai training 
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comparable with iKnt which wai made during the war in the 
tnuning of munition workert, or^ in a dilTeretit hdd, in the Royai 
Air Force. But why diould we not make aiich an effort? Tliat a 
considerable efibrt w^ould be needed was recogttised by the 
Coalition Goverameni in its Wliite Paper on Xrmmng Jiff iAr 
Building Induslfy^ which contemplated the training of np to 
300,000 men for skilled work, Thk, in my viewj was not nearly 
enough; but it went a substantial But, even if the training is 
practicable, can the men he sparial? As we have seen in an earlier 
chapter, the total male labour forte is rather smaller now than it 
was in 1939; and to a much greater degree, its average age h 
higho^. We clearly cannot spare the men, unless the building 
industry accepts and tratm a quite large proportion of men drawn 
from the higher age-groups. 


Trcinuigfiif (hi Indinstij 

Even sOfc the task is so formidable that we must clearly do every¬ 
thing W'c can to ease the strain. The case for a large measure of 
prc-tabrication and for the utmost possible stan£irdiiadon of 
components is not only that these thi^ can be so developed as 
to reduce the real cost of houses^ but also that Uicy will reduce the 
demand for skilled labour nn the site, where the most acute 
shortage of skilled craflsmcn is bound to arise,, If wc can get an 
appreciable port of the work done in engineering Jactoiies,, using 
a bi^h proportion of the workcra who were trained for munJlion- 
mating during the w-ar, the difficulty can be appreciably reduced- 
But k svill remain necessary to apply every possible means of 
economising tftc use of labour of every son, not only in order to get 
the houses at low^er prices, but also because shall be seriou^y 
short of Lal^our, and especially of male labour, on which the 
building industry has hitherto exclusively relied^ Women cannot 
easily 1 m employ^ In any large numbers m actual construction on 
die Bite: they can be quite largely used in factories making 
standard fittings and pre-fiibricatcd components. 


Thf JVtfd far a fyixiktion in Building Mithads 

In effccti the building industry is due for a technical rwoludon- 
It is die only large industi^'^ except agriculture, w-hich is still 
carried on with very little aid from power-driven machines^ It h 
an extraordinarily traditional and oonserv^uve industry, which 
has dmnged less than any other in the course of the post century- 
It must change rapidly now; for we cannot afibid to let it go on 
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w^ting labour oj it hai done hlthertOn Abov^ all* we cannot 
afford to allow it to maintain ihe extrMrdiiiarily high unemploy¬ 
ment rales wldcJi have charactcruied ir even in yeara of prosperity ^ 
or the vast mass of intcitnittenc and casual labour which has 
hitherto been accepted almost as a mauer of course. Hike building 
industry, v^ith its [DO^ODO separate firms, mostly very small, needs 
faking drastically in hand and overhauling Grom top to bottom. 
That* howver, is a question which I do not prop^ to pursue 
now. Something has been said about it tn earlier ehapEcr^ of this 
bock; and I have discussed it fuUy in my book^ Btdiding and Plan- 
ningi publbbcd in 1945. 

Wkni Sort qf Houses shell We 

We shall need our seven and a half million new hnusest over the 
next dD?.en years. But where jshall we need them* and w'hat sort of 
bouses, how placed and spaced to fit into a pattern of living, do we 
want them to be? As for the sort of bouses^ wc have seen already 
that this is mainly a matter of how much we are prepared to spend 
on tubsidka designed to bring the housing of ihe whole popula¬ 
tion up to a higher tninimtim standard. We can set our minimum 
standard where we w^ilJ, in terms of accommodation, quality of 
building, Gttings and equipment^ density per acre and garden 
space, provision of commuml Ikcltities on housing estatc5| and so 
on; and die higher vre put it in each of these respects^ the more 
man-power each house will use up, the more it will tend to cost, 
and the greater will be the cost of the total programme, if we 
decide to make needt and not ability to pay, the deciding factor m 
our building plam. Of late years, aa we have seen, tlicre has been 
a tendenej^ to raise minimum standardi fast; and we arc now con- 
frondng tnc implications of the improved standards in terms of 
both money cost and real cost. All that need be said further on 
this point is that^ Avbatcver we decide about accommodadoti, 
dendty, and quality of building, there Is an evident demand for 
better fitted houses, designed to ^vc labour and to give the tenant 
a more complete and highly finiEbed article than used to be 
thought necessary in most housing schemeSr 

Flats versus CoUages 

At this point, ho^ven-'cr, there confionts us the bitter controversy 
between the uphotden of flats and of cottages. There is one school 
of housing propagandists in whn$e eyci any proposal to build a 
block of ^ts ^vonri of deadly sin, and for ivhom nothing will do 
but cottages, complete with gardens, effected at a low density per 
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sen. Against this school is langed another whichj without deary' 
ing cottages, considers that fiats offer many advantages for rC' 
housing within icstrictcd city areas, and should be built in laigie 
numbers for those who need to live near their work, for young 
married couples, and for poisons living alone or without young 
children. Thb second school docs not as a rule deny that we need 
to build more cottages tliait flats; but it points out that exclusive, 
or nearly exclusive, use of cottages will reduce greatly the 
numbers who can be adequately boused in existing built-up areas, 
and will tend to accentuate urban sprawl. Flats, say the upholder 
of this view, can if properly dcugned both get more people into 
congested areas and give more usable open space, espctaally tf 
they are erected in tall, ^veil-designed blocks, well spaced out and 
grouped to secure adequate light and air. The ‘cottage' scho^ 
retorts that such fiats will cost a good deal more than houscs—for 
in Great Britain, though not in general on the continent of 
Europe, flats have been found more expensive than cottages to 
build—and that in practice flats will yield less amenity and les of 
the conditions favourable to health. Most of the advocates of 
cottages agree that amt flats will have to be built, both for reasons 
of nearness to work and because the overspill involved in building 
cottage for all comers would be too great to find social accept¬ 
ance. It is really, on both sides, a question of how many flats we 
need build and how many cottages; but the battle b^-een the 
rival schools of thought is often extremely 
It is beyond doubt that for the most part the British people 
prefer small houses with gardens to flats. I am not now speakmg 
of the well-to-do, who can afford luxury service fiats, but of 
ordin^ people. How far this preference is due to the poor 
amenities which have been offered in the past by most blot^ of 
WDikicrs' Hencmenu,' and how far to a real preference for houses 
with gardens, I do not profess to knmv. Evidently most flats have 
hitherto been sadly lacking in attraction; but so have most 
separate houses, except diose built in very recent tima. Almost 
certainly the preference is real, among families with chfidren and 
also among g^en-lovcrs. But there remain many households in 
which there are no children, or in which the children are already 
grown up, as wdl as many who must be housed in flats in order to 
be near work in the centre of big towns. On* special case is that of 
old people, who may in many cases be best housed in small blocks 
or groups of cottagC'fiats, not in the centre of towns, but with a 
space of garden ground and the fulicst possible provisiqn of 
labou^saving services. The cottage twryuj flat controversy is not 
one which can be rationally settled on principle cither way; it is 



a mnmt of bakmcing up Uie needs of different areas so as to 
piwide many different kndi of houses for pe^k ^-ith varving 
ta^cs JUid Twijiinaiicms. But, to the extern to wfiich h is reaion- 
ahlc to take wdc», the collage school, and not tlic Oat fajiciera, 
must be pronounoed rigbl. ^vihs, 

Seme Passages fnm the H'uUny ef Housing 

TfW the new hous« are to be put is a question that nisei 
much mom complicated issues, for it ineJudo not only the entire 
problem of town and country planning but also the doiely related 
question of the location of industry. Ever since the medic™] regu- 
Jation continued under Queen Elizabeth's Icgblation, which in 
general sought to wnfinr- iudustml development to the incor¬ 
porated tou^, broke down, industrialists have been left ftec to 
plant factones pretty much where they have liked, subject only to 
itot very ctTective saftguards under the coinmoii law rule iJiat 
they must not cause undue ‘nuisance' to their neighboure. 
Broadly spealung, up to the advent of machinery driven by 
itcim-powar, mdmtry, especially where it depended on w^tcr, 
t^ded to diffw Itself over country areas and espedaUy along 
iwm; but with die comng of the steam-engine It became more 
«i loivns in the neighbourhood of the 
co^elds. 'nius, m the nmctwnth century there was a great 
nu^tion ofttopulation towards the factories, metnl ivorks, ship- 
yari^ and min« nf the North of England, South Wales 
^lydcsidc; and in regions there grew up a Iiost of industrial 
towns, big and little, built with no regard for planning or 
amernty, mixed up with the factory buildings, arid usually con¬ 
structed in Ulc cheapest possible ^vay. Thae aggregations of 
hoi^ wtre crowded tognber to save Jand and with little or no 
mnitation or i^rd for any of the conditions of decent and 
healthy Uvmg. Gi^ually, as local government des-elopcd, chieBy 
after the middle of the mneteenth century, something was done to 
combat insamtary conditions by improving water supply, drain¬ 
age, and arrangements for the disposal of refbse, by Uyirig doivn 
by-laws regutatmg new building, and occasionally by pullimr 
down a mrlicul^fy offensive dwelling or even more rarely dear- 
ing a re^y intolerable slum. But very little was achieved cither in 
demolishing insanitary areas or in ensuring good building—much 
has design or planning—of new houses. General pm^-cra to 
demolish insanitary dweilii^ and to dear slum areas were con- 
ceded under a ^es of Housing Acts begitining with the Torrens 
Act ot 1868 and the Cross Act of tByg; but the first Town Plan¬ 
ning Act was not paued until 1909, and «cn then gave only 


inadequate and merdy permissive po%%'ert- It was left to Local 
aulhorit es* with no standaixia to work iipon^ to da mucli or as 
little as they pleased under the succe^ve Acts; and most of them 
did Vfa7 little indeed. Fublie house-buildings except on a small 
scale for the replacement of demolishol slums^ hardly began until 
after iqiB, and even thcieaftcT \¥a5 hampered by repeated 
revemds of national policy and by acute controversy l^twecn the 
advocates and oppuaents of'private enterprise homing.^ 

Our towns arc still, especially in their older rwntres^ Ml of the 
dweilkigs erected for the poor during the period of pLauless and 
unregulated urban growA that spanned the entire nineteenth 
century. In 1939 there went about four mUlioii house*—nearly 
onc-third of the total number in the country'—that were mart 
than eighty years old* and most of these were not ^ancient monu¬ 
ments^ worthy of preservation! but obsolete and decaying product* 
of the pcrkxl when wogies were very low and bad houses were a 
highly profitabk speculation. Early in the present century* how- 
cvcTi the provision of cheap workmg-cLass houses ceased to pay 
□early os well as it hod paid until then, 'Iliis was partly because 
somewhat better standards were being enforced by the local 
authorities in the ease of new houses- but it was much more 
because there was a sharp rise in interest rates, due largely to the 
high proEts tliat could be derived from capital invested abroad. 
These high rates put up the rents that had to be charged to Icvds 
which ordinary worUTO-peoplc could not affqrcl to pay; and new 
cottage buildiog fell offsharply. This liad happened before Lloyd 
George’s Mnous Sudget of 1909^ which imposed taxes on un- 
eam«^ incrcinents of land values; but the outcry against the 
Lloyd George land taxes undoufatcdly resulted in a further 
decrease in house-building, so that well l^fore 1914 overcrowding 
was getting worse and making for more rapid detenaration of tlic 
old houses 1x1 which poor people had to live. 

Houswg B^twan thi Wars 

The first World War, by bringing new building almost 10 a 
stand, made matters very much worse; and by 1919 thcie was an 
appalling shortage which made It impracticable to pull down any 
large number of old houses^ even wliere they were matufesdy 
no longer really Et for hahitation. There was a feverish housing 
campai^ in 19x9 and 1920* in an aticmpi to make some show of 
redeeming Lloyd George't promise of 'Homes for Hcnra/ Bui 
this campaign was utterly defeated: by the "housing ramp.^ Every ¬ 
one concerned lyitb the buildiog industry—not least the supplier* 
of bousing requisin:? and materials—put up prkes in view of the 
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hieh demand, until houses ucre costing fantastic sums out of all 
Matjon to the rents which tenant] couJd be cscpected to pay. 
Then, m tga r, cune the post-t%'3r slump, JbUmved by the ‘Gctides’ 
economy ^topaign, which swept away the entire public pro- 
^mme of hou^buUding. A new scheme b^an with NevUlc 
Utiamttcrlam $ Act of igag, giving a subsidy to anybody who 
’4%''oma get a nous^ built; and the Erst Labour Government of 1024 
made a stat^an^c attempt to tacHe the problem by control- 
ung the pnccs of materinla and concluding a tJtiaty with the 
warkcTfl and Mployers in the industry for an ctpanaion of the 
Jabour fori^, pic \peatlcy Act of igsH premdHi a^ial subsidica 
Jot houses built by Inc^ autlioritica for ictdng at controlled rents- 
but the companion Bill^ regulating the prices of materials, was 
held un by strong opposition, and not through Pariiament 
when thT Govcmmetit ft JJ at the end of the year. It w-aa then of 
course, dropped by the Conserk^atives. 

combined effect of the Wheatley and Chamberlain Acta 
however, to cauw a tTnnval of hDuae^buiidingi but soon con¬ 
ditions worsened again wiih the coming of the great depression 
which set HI after 1929. For a time building fell to a low ebb: but 
one cfTcet of the depression was a sharp in rates of interest, and 

^der ttiia stunulus house-building revived sharply in the *tbijtie3 
Ihe great majority of the houses were built in tills period not by 
authofjtiw but by private enterprise, financed iruiitily by 
■Uuutiing ScKictict and Insurance Companies; and a high proper^ 
Oort ofAc new houses were for sale and not for Jetting and were 
too expensive for the great Duy^ority of wage-carning households. 
They were built for the better-off—above all, for the repidlv 
mowing ainiy of 'black-coats’ in the commercial centres; and 
toey led to a qstawl of new homiiig round the edges ofthe existing 
built-up ^as and to ribbon development along the main roads 
leading out of the townts. 

Tht Beginnings e/ Tmen Planning 

In the meantime, local authorities had been acquiring 
additio^ town planning powxn. The I'cry small beginning made 
by the Act of igog had been rendered almost abortive by the war 
of I9I4“JB; but funher Tot™ Piajmiug Acts wert p^isscd in idm 
1923 1925; and plantiing was at length Micrndcd in theu^ 

over ihe whole country by the Town and Country Planniri^ Act 
of 1932, while a haif-bcartod nttcuipt to check ribbon dmJop* ‘ 
ineni vv^ made In the Prevention of Ribbon Dcv^elopment Act of 
^ 935 * ^ ndcr these Acts^ town plannjng committees were set to 
w^Jc in town and country disbicts, and provision was made for 
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the cstabliaiiniciiti on a volntitary hadis^ ofjomt town planning 
oommlttcca lo draw op plaru covering wider areai that needed 
ooRsidciing together. But it waj still mostly a tialfdieartcd affair. 
Most of the joint committees were merely advisory bodieSj with no 
powers of their own,; and there was no coitiptilsidn on any local 
authority to take part in t hem or to ccHOpcrate In any way with Its 
neighbours. Each local authority had to draw up a plant but the 
procedure iix'ns very ilor^v and cumbersome;, and positive action 
was kept severely in check by the high costs of compensation 
facing any authority tvhich attempted to cnTorce any plan that 
Ldterfered at all with the landlord's right to dwelop bii property 
as he pleaded. 

In the meantime, public honsc^bujlding was practically con¬ 
fined in the "tliUties to slumH-learance sdiemcs, with which some 
progress wtis mode, and, for a year or twu bcTore the war, to 
ouilding houses for the relief of overcrowding Jn badly congested 
areas. General house^bujlding was left to ^private enterprise*; and 
tq%m planning made but slow headway og^tist the very great 
oh^clca in its path. 


Tht L^aticn cf Indtutjy md Pcpulatiim 

The problem, aficr 1918, was wholly difTenrnt from that of the 
ninelcentb century. Industry and populaCion were no longer 
piling tip in the North and in South Wales^ Many of the older 
industrial areas were heavily depressed^ aid not a few actu^y 
declining In population Tlie rapid growih was occurring hi die 
South and South Midlands, and abme all in die ndghbourhood 
of London. Most factories, in view of the development of efeetric 
powers were no longer ded to the coalfields^ and the growing 
lighi, oormuners' industries were attracted ratlier to the neigh¬ 
bourhood of large consuming markets or of ports handy for the 
receipt of matcridj and fcr e^ort trade. As we haver scra^ less 
labour w^as being employed in mining and manufacture, and 
more on services, which tended to be concentrated in the big 
towns. The "smithward trend^ of industry and the sprawl of 
Greater London became outstanding social as wdl as economic 
problems. The Barlow Royal Commission* to study the location 
ofindtistiy' and consider whctlicr it should be brought under some 
measure of public control, was set up befote war broke ou t In 
igm though it did not report until 1940. 

The planning of town and countr>' and the planning of die 
location of industry are obviously closely related questtomr 
though the one approach is mainly ftom the social angle of health 
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tuid ameoity and the ot]icr rrom the econamic angk ofthe costs of 
production and distribution- Where the fsctoiica a«, there, or 
nearby, must the people who are to work in them, and ihejr 
fainiltes, live; and round the centres thus determined must gather 
a host of services. Retired people will tend to live near where 
their rdali™ and friends are worJdng. Tltc pattern of tlie location 
of industry is bound, in the main, to coincide with the pattern of 
town deveioptnent. Hitherto, however, we have bem trying to 
plan our towns without any further control over industrial loca* 
don than the pow-cr to preverit new' factories li ke ly to cause 
■nuBance' from being built in the middle of reridcndal areas, or at 
moat in new areas than the potver to 'Tjone’—that is, lo set aside 
some parts of a de^tlopmcTti area for factoricii, some parts 
for housing, some for shops, atid so on. This is all very well 
in its way; but bow can a local authority make an effective town 
plan svhen it does not know how touch, or what kind of, industry 
IS going to dewiop Svitbui its borders, or accotdingly how Jurge 
a population, or how composed, it is likely to have? hforeover, 
how can it make a proper plan svhen, more than liludy, it controls 
only a part of tlie town’s real cictcnt, actual or poiential, and its 
plans may be wrecked by the nat<door authority giring per¬ 
mission just beyond its border for the very kind ordevelopment it 
has been trying to prevent, or making plans that run, in some 
Other respect, quite counter to its own? 

Shetdd iMation it Qmlraittd? 

When it tvas fint suggested that there ought to be some gcoeral 
pol^er in the hands of the State to control the location ofindustry, 
strong opposition was expressed. The Board of Trade, in its 
evidence before the Barlow CkutunissUm, put forwurd the view 
that employers know best where to put their factories so as to 
make them pay, and that any attempt to mterfere with them 
would be likely to dry up the springs ofinvestment and thus cause 
even worse unemployment than pUsted already. Jt was pointed 
out in reply that business men, in deciding where to put their 
faciprics, usually take no account of the ssciai costs of their 
decisions. They might, by putting a Eictory in one place rather 
than another, aggravate the distress and unemployment in an 
area which had a surplus of labour and cause serious problems of 
CDugcation in an already Crowded area into which add i n' onat 
labour would have to move in order to meet their demands, and 
in which more houses and services would have to be provided to 
cater for the ctilaiged population, ft was pointed out that r h^w* 
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social costa* podlivc ond ac^tive, did not have oa a mle to be met 
by the firm which built the ticw factoryp and aj:iCortlingly did not 
enter into its calcuktiona of prcBpectivc profits. They arc, how¬ 
ever, costa* and from the standpoint of the community may 
fender highly uncconooiic a development which ii remunerative 
to the particuSar finn concemed. El was idsD i^d, wHth much 
truth, that the location of new factories Li often settled^ not by 
economic considerations of relative costs, but rather by the 
employer's preference for living in a pleasant iicighlx»urhwd or 
near a big dty with plenty of amenities* or even merely by hiJ 
going on where he is, and expanding his laelorj' wherever he 
happens to be without any real consideration of die cscpediency 
of alternative sites or arras. 

Tlie Barlow' evidence a whole made it dear that one very 
imporUmt ^tor in the ehoice of factory sitt^ at any rate by big 
firms* has been the availability of large supplies of suitable labour.. 
This tends to make more factories of a particular type go Avhere 
others have gone before them, because they have Irnown there 
would be suitable labour near at band. Of coutk, there might in 
fact be no local jusptus of such labour* and new workers mlgbt 
have to be attracted into the district to meet the increased de¬ 
mands But this factor has often been left entirely out of acooimu 
The desire to go where suitable labour can be found* so far from 
attracting industry to the depressed areas^ has worked in practice 
the other way* and has intensified the piling up of factories and 
population in the South and South Midland regions. Even apart 
&oin this ihetor* the depressed areas have had a had name* and 
many firms have refilled to go near them- 

The Barlow Coromissioii agreed both that action was needed 
and in broad terms w^hst it should be. But its members Ml out 
about the precise forms which state intervention ought to take. 
TTiey agreed in propodng a new' Central Authority* disdnet from 
and extending beyond the scope of any existing government 
department* and on entrusting this authority witli oertjua definite 
tai^i Among these were the redevelopment of congested urban 
areas, the decentralisation or dispersal of industries and popula¬ 
tion from such areas, the encouragement of a reasonable balance 
of industrial development throughout the various regions of Great 
Britain* coupled ’with appropriate diversification of industry 
in each region, and in particular the checkiug of the drift of 
Industrial popidadon to Greater London. They rreonimcndcd 
unanimously that attention should be given to the development of 
garden dries or suburban satellite tow’ns* industrial trading 
estates* and existing small towns suitable for industrial expansion. 
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They hdd that municipalilics should be given further powers to 
deal mth these probicimp mdudin^^ powers to act joiatly oo a 
regional instead ofa pnrdy local basis, and tliat stale hnandal aid 
should be given in respeet of approved schemes, agreed in 
vvishitig the Central Authority to have power to inspect all local 
and regional planning schemes* to niggest their modification or 
correlation in the national interest* and to study the location of 
iodir^try throughout the country. Finally, they agreed in urging 
that the tvar had given further immediacy to the problem and 
that preparations for poat-war planning on the lines of their 
report ought to be set on fciot at once. 


Thf cj 

So far ihe members of the Conuniisiou agteedp but they fell Out 
over quesdoni of machinery» The majority \^nted to leave the 
existing machinery of town and country phinnmg broadly un¬ 
changed under the Ministry of Hcdth. but to set up side by aide 
with it a new national bed^* a National Industrial Beard* to deal 
specifically with the Location of induitry. This Board* working 
mainly but nqt exclusively with the Board of Trade* was to survey 
atwi advise upon industrial developments over the whob country* 
but was to be given executive power to restrict indiistrial develop¬ 
ment only in respect of Greater LondoUp where it was to make a 
special survey and then report to the Board of Trade and to 
ParllaiTTenc what furtherpowers it regarded as ncccaaiy m oth<3- 
parts of the country. TTirec membm of the Majority, while 
endorsing these propc^alsi, wiahed to strcngtlicn tliem and in par^ 
ticular Eavoured n gradual eirtiinsioa of the ne^dve power to 
restrict industrial development over other areas besides Loudorc 
The Minority* as against all this* held that only a new Mimatry, 
armed with wide executive powers* could deal adequately with 
the problem. They proposed that the new Miniatry should have 
dJ tnc powers assigned by the Majority to the Industrial Board, 
but should in addition take ovct the administration of town and 
country planning* and should instructed to prepare “a general 
scheme of development* subject to constant revision." The 
Minjcmty sugge^rd that the whole country should be divided into 
areas of three types, ai follows: fc) areas into which industry 
would have fi?ec entry^ subject to iocaj planning requirements; 

areas in ^vhich further industrial development w^juld be pro* 
bibited, except for certain special exemptions; and (c) areas in 
which a special cose would have to be made gut for each request 
to undertake new industrial developments. The Minority abo 
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The Central ^ Land 

however, done by the Coidition Govemmeirit either 
to implcEpcfit most of these promises or to give effect to the major 
pnopoA^ of the Barlow Commission or of tlic Uthvvatt and Scott 
Committees. Indcedi ihe issue of the main UiJiwatt Report in 
Nqycinber, 19421 foUovircd by an acrimonious controversy 
which has been In progras ever since* Tlie Oommittccj consisting 
of legal experts sp^bmy cc^nlsant of land law and hardly to be 
suspected qf a *lcft bias/ made prop<sals which met with fierce 
resistanoc in GonscrvatK'e quarters. Land nationalisacbnp indeed, 
dicy ruled out as “poUticalLy impraetJeabte”; hut they reached 
the conclusion that tlicic couJd be no satbfaetOTy soludon to the 
prohLem of land use and urban development imicsa the State 
acquired the entire "development rights^* of land in unbuilt 
anca% and actually bought such land as was from tifne to time 
required for development. At the same time, the Uthwait Com¬ 
mittee r^m mended powers for much easier public acquisition 
of land in areas already developed, wherever it was ntided in 
connection ^ith planning or replaniung schemes. 

Tlie proposal that the State should acquire the "development 
rights' in all undeveloped Jand meant in effect that the owner? of 
it would be left undisturbed unless or untO it was actually wanted 
for dc\'elopment, but would hseve no further interest in its develop¬ 
ment value. Tlicy were to be compensated for the loss of this 
potential value by a method^ alneady used in connectinn with the 
public acquisition of coal, of ^global valuation/ An estimate w^as 
to be made of the "development value" ofthc entire land of Great 
Britain, and this sum w'as tq be paid by the Stale into a fund which 
would then be sliared out among the landow^ncrs, in proporLion to 
the amounts of their r-ssognised claims. Tljb meihod was pro¬ 
posed* in preference to payment of compensation based on a 
separate vduacion of each plot of land, on the ground that there 
a large difference between tlie amount of land that mighi 
become ripe for development and the total amount that could 
be actually developed. There might be* round a growing town, 
a hundred pcrtsible sites for building for every one that w'ould 
actually be needed; and individual valuation of each plot would 
tend to attach tn all of them a *ffqitlng value" greatly in excess of 
ihrir toiai ‘wortIi+ 

This proposal caused a howl of cjtccraUon from landownent^ 
who had been accustomed to geccing compensation based on this 
'floating value' when land was token for public purposes. The 
Opposition was so strong among Conservatives that there was long 
delay before the Coalition Go^^mment made any announcement 
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plans, pd when it did, in J944, the Uthwalt pro- 
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This new EiU proved, however^ to be m the omin a measujo no£ 
for control over the Location ofindustiy or for any sort of natioiml 
industrial planning, but for the scheduliog of certain aneagr— 
mainly those which v.'erc cspeckliy dcpirs^ before 1939—as 
"dcvelopincnE areas" and for the taMng of stc^ to cnconragic post¬ 
war Indusirial enterpnsc In itiese areas. Once mpTe^ toivn and 
country planning and location of mdnstry were treated as two 
entirely sq^arate questions; and just as the hllnbtry of Town and 
Country Planning had been given no powers In the economic 
fields the control of industrial location^ to the extent that it was 
contemplated at all, was put under the Board of Trade without 
any relation to to^vn and country planning. Moreover, whereas 
the Barlow Report had been maitdy concerned with cbecldng 
dcvelopnieiit in Greater London, the Bill made no apeciEe 
reference at all to the London problem. 

Nevertheless, the BiU, whidi be'eame an Act in June, 1945^ just 
before tlie Labour Party^s elccdon victory, had good features, as 
far as it dealt ^vith the depres^d areas and not with the wider 
issues of general economic planning* The 'devcIopracDt areas* 
proposed in it were a great improvement on the "spedaJ areas" for 
which legislative provision had been made before 1939. Practic¬ 
ally the whole of industrial South Wales and Monmouthshire and 
of the industrial North-east Coast were included; and the Scottish 
area was also much more widely dcEned^ Cardiff and S^vansE^ 
Neivcastle-on-Tync* all Clydeside and even Dundee were to he 
included within the areas eligible for special help; and the powers 
of the Government to act within these areas w'cre to be much 
larger. Tlie Board of Trade was to be able [o acquire land, 
establish industrial estates, buOd Ikctories and make grants for the 
improvement of basic smices. The Treasury was to be em- 
pow'cred 10 make grants or loans to ordinary prohMuaking 
concerns in order to encourage them to set up factories and 
expand operations in the •■dcinlopmcnt areas.'* This last pro¬ 
vision (immediately expedient though it may be) wdll obviously 
need careful watching. 

In addition, there was to be power to add new development 
areas, as well as to remove areas firom the list if they seemed no 
longer to need special hclpp J^iy proposal to vary the Im was to 
require an affirmative resolution in both Houses of Parliament— 
a proceeding which seemed to imply that the power was not 
meant to be often used. The question that here arose was what 
was meant to happen Tivhen the need for special help exisEed, not 
Over a wide re^on such as South Wales or the Scottish industrial 
belt, but in a single town or district falling geographically within 
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..ta WI»»«l.Th™iaik.„,„"^n.Tal'^SrJ^^r 



way related to other aspeeu of pUrmlAg—for txamplej to the 
posUwar work of the Foratry Coountsaioo. 

In effect, the Act, if it had been passed before the ooibrcak of 
war, would have been welcomed as a sensible strengthening of the 
Specif Area^ Acts^ but vn-'ouJd even then have been open to 
crjtictsni for the madc^iiac^* of its proposals to control location^ 
and especially foe its foUiirc to make any attempt at dealing with 
the already pressing problems of Greater London. Enacted in 
1945, app^ed qmic grotesquely inadequate to anyone who 
believ^ at all in the deslrabtlity of a '^planned economy” or the 
necessity of taking strong measures to bring about a sustained con- 
dition of full employment. It could be ansv^'ered that, in the period 
Lcnmediately after the war^ control over the location of industry 
could be cxcrciiod more eflccti\Tly by the granting or sviihholding 
of building permits than by any direct system of licensing jndus^ 
tiiiiJ development. But, though it Is true that, for a year or two, 
control can lx applied in this way, h is not easy to see any strong 
control of this kind being worked for long in conjunction ^vith a 
weak system of direct Licensing [united to a lew specially scheduled 
areas. 

The Act indeed seemed to coahrm the conclusion which the 
public had already reached when the Town and Country Plan¬ 
ning Bill was under debate in 1944. As far as the Coalition 
GoTp'emment was concerned, there was to be no general post-w»ar 
planning and no attempt to give practical substance to the mild 
protestations of the economists who w^cre allowed to put some of 
their yicwi into the ^S'hitc Paper on Empt^tt^rd The 

Coalition Government meant the country to revert after the war 
to a syitem of private enterprise, modihod only by adding a few 
more hurdles for the business man to leap over;, and a few glasses 
of stimulating subsidy to give him the spirit to attempt the leap. 


Ptwmiag undiT tkt Comwmnt 

The Labour Go^^emment^ during its firal year of oBke, led the 
Distribution of Industry Act unamended, and did nothing to 
settle the vexed questiom of ^"compensation and betterment” 
opened up by the Uthwatt Rqsort* Tlicre was simply no room for 
tiles* matters in the long queue of Bills awaidng the attention of 
Parliament* and it was probably considered that, whatever the 
shortcomings of the Distribution of industry Act might be, no 
great harm would be done if it were alloiiycd to stand for the time 
being, vrith other means in the Government's hands of mfluendng 
the location of industry^—for example, by giving or refusing 
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permiw to build, or by fiitiliutin^ or hindering the provision of 
capital Of the supply of materials or of man-power. The failure to 
implement the Uthts-att proposals, or to devise any altematKe 
to them, ivas more serious; for it kft (he locaii authorities still in 
a fog about the probable cost of any development plans they 
might malie, wherever these involved dceentrolisatiou into un* 
budt areas. It was. hoiii'ev'er, presumably felt that this issue needed 
to be tackled in conjunction with the entire question of local 
gover^ent boundary extensions, and that the local authoridc# 
were in any event in no porition to look far ahead until tlidr 
general Status and hnanciaJ relations with the Central Govem- 
^nl had further cleared up. Besides, the Labour 

Oovernment, like its predecessor, was at Ei^t undecided what 
hne to ta^ aWut the Uthwatt Report. 'ITie Uthwatt Com^ 
niiltet had ruled out land natidn^isadoo as ^^polidcallv im- 
prac^blc.** So it ^aa under the Coalition Govemment: but 
was It m any longer after the Labour elcotoml victory? If not, 
wo^d It not be preferable to take the undeveloped knd over 
enlirtly into public ownership, instead of acquiring merely its 
dcvelnpinent value ? Some Labour supportets thought it would 
whmas others were reluctant to add yet anothw measure of 
natjonahsation to those already ptmnised. Ctemequcntly the 
mattw was allowed to stand over during the Labour Govero- 

or the Sill/caiing wiU the whole 

question of land compensaiion and bettennent was published 
only m January, 1547. The Bill then inmoduced was based largdy 
of prop*^. It provided for the public aeqiSn 

of the dcvelopmmt rights in all land, while leaving untouched 

attached to land in its existing uses. xVn 
ng/it to compensation was recognued in respect ofihe devdon- 
mem value; but the BiU provided a sum^300 nuino^a to £e 
shared out among lan^wncrs to meet cases of ‘hardship/ This 
^ effect that the claijii to compensaiion was ailowed 
WWer an owner of land could shoJ^at he had aftoSJ 

provided for the levrinJ 

mcreasCTi by change of use, but did not foUow' the 
Committees propel that ail land on w-hich 

U>». cha™ of ohidT<*?SlcT™7„' 
ttuntry pfan^ng pnvrers of the smaller local andtorida 
^nrennate th^ powps in the hands of the larger 
^e CouncUs of Countie, and of County BornS^P^Sn 
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also made for joioi bodies, Unldng ndghbouruiE authorities 
t<^eihcr, io such a way as to facilitate the conrerlS planniitg of 
btg towns ^d of the suburbs and unbuilt areas outside their 
municipal limits. The Town and Country Planning Bill of igay 
was A very Ihr-reaching measure, and made up by its com¬ 
prehensiveness for the long delay in introducing ii. Many Litbour 
supporters regretted that the Government had not taken the 
much less tomplicaled course of nationalising the land outright; 
but to do this would have meant going outnde the progranmie 
on which the General Election of 1545 was fought. 

In other respects, however, the Labour Government pressed 
on with Iresh legislation, besides taking action under the Distribu¬ 
tion of Indmtty Act. Its mtat important measure up to the end 
of 1946 wfM its New Towns Act, ba^ on a report made by a com* 
mittee presided over by Lord Reith, This Act empowered the 
^nistcr of Town and Country Planning to designate areas as the 
/or new towns and to set up special Corporations under 

C ic ownership to develop these towns in conjunction WTth tlic 
authorities holding jurisdiction over their areas. The Cor¬ 
porations are not to be lotad authoriti«, or to take over the 
functions of the existing local authorities in the places ooncemed. 
They are, however, empowered to build houses, ciiJier as agents 
for the local authorities or on their own account, and this 
purpose they are recogni^ as 'housing associations* entitled to 
receive grants from the Exdiequer. Public utility services in the 
uciv towns Ore, as a rule, intended to be supplied by the existing 
local authorities, and not by the Coiporalions; but there is a 
special clause under ivhidi the Corporations can be authorised to 
undertake sewerage services. The capital of the Corporations is to 
come from the national Exchequer. It was estimated, wheu the 
Bill was introduced, that the topital coat to the public funds ofa 
ne\v town built for a populatioiii of 50,000 would be about jfij 
millions, spread over ten years, and that of this sum the Corpora¬ 
tion wo^ spend about millions and the existing local 

authorities about £3! millions. These flgtites excluded gas and 
electndty and also hospital services, and assumed that the cost of 
industrial buildings and of middle-class houses \%'ould not fall on 
public ^nds. 'fhe new towns were proposed to be planned for 
populations ranging &om 30,000 to 50^000: the Rcith Committee 
recommended rapid development up to 15,000 or 30,000, with a 
maximum addition in the first instance of r 0,000 where the new 
lotvn was being added on to an existing urban settlement. 

*^6 Gfovernroent, in shaping this Act, rejected a proposal of the 
Reith Committee that would have aliotvcd some new towns to be 
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developed by Corporations acting under odsting local authorities 
rather than under the State. It was presumably felt that the 
requisite finance could more easily be provided nationally, and 
al«rt that it woi^ be easier to give the new areas the full benefit of 
government credit and help and to deal with the inevitable local 
objeetiohs if they were built dirccUy under national auspices. 


634 








CHAPTtft !S 


THE PATTERN OF LIVING IN 
POST-WAR BRITAIN 

Im 30CCESMVE CHAPTERS of thls Part 1 have surveyed 
ecruiin aspects of the problem which awaits Great Bri tain in the 
difficult years that lie ahead—whatever Government may hold 
power. A point has now been reached at which it i* pertinent to 
raise the issue of the hind of society in which we propose to live. It 
ivas manifcsLly llic absence of any agrcepciii, or indeed of any 
assured preponderance of opinion, on this general i^uc that led 
to the Coalition Government’s failure to put forward any clear 
plans of rcconstniciion> even in relation to the most obv'iously 
urgent tnaitcra. Wc hdd up, while the Coalition lasti^, decision 
not only about the future ownership of vital indusbrieS) such as 
coal-mining, but also about housing, town and country planning, 
land use, food policy, employment policy, and a host of other 
things, because the right way of tadding them depends on the 
yvial structure into which they arc intended to fit. Over educar 
lion we may seem to have been held up less, despite its evidently 
dose relation to the problems of clas»4tnicturc and democracy; 
but the truth is that the struggle in this field has ord^ been trans¬ 
ferred from the legislative to the administrauve tcrialti. What the 
Education Act of 1944 will mean in terms of class relaoonships 
ivill depend on how it is adminlstcrcdl and that issue is by no 
means settled yet. 

Differeni ConcepHom iff Dmoers^^ 

(1) T!u CAitrcAiYftan. In Cmat Britain ttMJay, all parties^ 
though not of course all persons—claim to be ‘democratic.’ But 
then: are the widest differences in the meanings they set on 
democracy, hir. Ghurcbill, for caample, when he uses the word, 
appears to mean by it anything, excepE any kind of Socialisnii for 
which enough voters out of a wide cLcctorate can be induced to 
vote to give its advocates a parliaroeuiary majority. Socialism Is 
ruled out as ‘undemocratic,’ on the ground of its alleged tendency 
to restrict the freedom of the ordinary man. Thus, democracy 
seems to mean for Mr. Cliurchiil tw'o dungs — parliamentary 
government and restricted government. It implies for him a 
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parlian^entary sysltm based "Brcc^ elections^ but It abo Lmplica 
what is called "private enterprise." DemcKracyi in this Churchil- 
lian sense, ts fully compatible with wide dificrcnces of income and 
social class, witb iflonarchy and hereditary aristocracy in con¬ 
tinued po^ssion of wide political powers and social influence, 
and with the continuaticc; of poverty and aimcMt any sort of 
inferiority among large sections of the people. iL is, in efiect, 
soTnething that I for my part should caU, not deinocracy, but 
aristocracy tempered by me possibility of social and ccunomic 
climbing and by the concesaan to the people of the right to vole, 

(ii) Rftdkal Derimracy, As agalnat this, to any real Socialist gt 
Radical, democracy connotes a Urge measure of equality. It is 
inconsistent w ith Urge differences of wealth or income or of 
educationa] opportunity, or with the possession of privilrge by 
any section of the population. This do» not iiwolvc the notion 
that “"all men are ^ual”—for obviously they are not, in most 
senses of the word. They may be equal before God, or before the 
law, but only in that somewhat Intangible sense in whkli all finite 
things arc equal in pieaence of the inBnlte. The notion of human 
equality is in fact historically founded Largely on an abasement of 
all men before the notion of perfection, human or divine. As for 
the law, it ebim* only to jud^ all men equnlly, and makes no 
assumption about their equality w^hen they are not before the 
court- Indeed, at the very basis of its common law doctriite lie 
conceptions of human inequatiry of status, rooted deeply in 
the past. 

The equality which Socialists and Radicab alike postulate is 
not equality of attainments, actual or potential, or equality in 
lltdeness ^fore God or Uvr or totalitarian State, but equality of 
status in a practical, everyday sense, 'fhey reject privnlegc, as con¬ 
ferring on those who enjoy it advanta^ of wealth, power or 
prestige not based on personal merits or qualities; and they hold 
further that wealth, of such ma^tude as to set a person plainly 
apart froin most of his fellow citkeni and to erect him into a 
higher class, necessarily carries with k the stigma of privilege. 
They do not necessarily hold, with Bernard SImw, that ail men 
ought to have equal mcomes—though 1 think most of them agree 
tiiat such a solution would be nicest and simplest if only the 
incomes wot big enough to yield a reasonable standard of lifci 
and if we were in a potion to dispense allogethcr with financial 
moentivci to do a fair daj^s work. What they do hold is ihat 
income differences slsould not be big enough to create class 
differences, and that no one, by virtue of having a bigger income, 
ought to be aHo^i-ed to wield power over his fellow men beyond 
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what is due to hJs persona] qualities and his capacity to ^rvti the 
common intemt. 

Between these t^vo iisnirasted view-s of 'democnicy' there is 
obviously room for many intermediate varieties. A person may 
be, not a Socialist or Radical in the sense I have just ^^en to 
these names, but a Lalf-Sociatlst or halF-Radicali as 1 think most 
of our professed Socialists and Radicals in Great Britain acniaUy 
are. TT:iere are qiLartcr-Socialists and Uiree-quartCT'Scicialists, 
quarter-Radicab and tlureeHquartcr-Radiiials—and as many 
Sirthcr stibdivmofis as it may please you to make—in addition to 
the whole-hoggCTL Ewn I, who like to mysdf as a whole- 

hoggeij iiave too many nneonqueted prtjiKlioes and assumptions 
still in tny mind to be n hundrcd-pcr-oetitcr in practice, %vhatcver 
I may be in tbrnry. This sliding scale of democratic quantities 
docs not, however, exhaust the possibUities; for 1 have so Ikr 
stated the pcisidon on an. ultimately Individualistic assumption 
which by DO means everyone accepts. I have assumed that the 
question of dcmocmcy can be stated in tertic^ of the relations 
bet^veen indivjduaJs in respect of incomca, educationj privilege, 
power, and so on. This is an essentially Eenthamitc outlook^ which 
makes the indivIduaJ person the final repository of value, and 
regards society as existing—no, as to exist—-for the 

benefit of these members and not for anything ebt Certainly not 
for the glory of the State, or the race, or the nation, or of any such 
abstraccloa, and no less certainly not for the working out of any 
predestined or mherent historical purpose or xnisaion other than 
the welfare of individual men and women. For me, there b no 
antithesis bctiveen Socialism and IndividuaJism- 1 am a Sociahai 
because 1 am an Individualist; and I claim to be a better Indi- 
vidualist than tnany who use the oamcj because I aui^ interested 
in every individual, and in creating a society which ’^vill give die 
greatest chances to the greatest numbenr. I believe, not in the 
snatch and grab type of Individualism, which is the iudtvidual^t 
variety of gangsterism as much as Jlazism is the ooUccUvist 
variety, but in an Individualism based on the common effort to 
achieve the equal chance. 

(lii) Communist That Is why I cannot accept the 

Communist iriterpremtion of democracy, though I greatly prefer 
it to Mr, Churc^rs or Sir Ernest Benn's. i £dL foul of Com¬ 
munist tluoiy because it seems to me that, in Matx himself and m 
bis successors, there is a taint, derived fiom Hegel, of anti- 
individualism^ which finds expression in treating the class as morv 
real in some sense than the individuals who make it up, and thus 
tends to replace the idea of the totaUtarian Slate by the only less 
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din^crous notion of ihc totalitarian class. 1 can see the strength of 
this notion ns an instrument of social revolutiod| but I am aihud 
of it as a bash for social recorLStruction when the revolution has 
been won. Lenin, I am sure, saw this danger: it was the basb of his 
insistence on the temporary character of prole tarbn dictatorship 
and on the destiny of ilic State, after the revolution had con* 
solldated itself, to ^^wither away.” But this assumes that, when 
there is but one class kh in society^ or rather no classes at all^ 
there will be no difference of views deep enough to make one 
group wish to coerce another. It assumes the solidarity of the 
class, and consequently the solidarity of the whole society when 
classes no longer cxistp to a degree which I cannot believe in. 
Classes are abstractions, not realitica (rom which the individuals 
arc abstractions. If class issues cease to divide men^ diat does not 
imply that they will all think alikCi or will all wish to follow the 
sanie policy. It implies only that the issues dividing them will be 
diJfertnt. Accordingly, it does not imjsly tliat the State will 
“wither away,” unless the State b defined exclusively in terms of 
class. It implies only that the Smte, 'after the revolution/ will not 
be able to rest on a class foundation. 

Dmocfdy and tht ^^LibeTaT Idcix 

Now, of course, Marx did define the State entirely in terms of 
claia; and accordingly it followed Jroui Atr d^nUkn that the State 
cotild not cdnunuc in cxbt in a cJassless society. But was bis 
definition correct? Even if it \sas a correct discjipihn of the States 
he studied, was it a Correct definition of all^uiiif States? I should 
say not. I should define the State simply as the central machinery 
ofgovcrumcnt in a sodeLy, and add that it will of course be a class 
instrument in any society dominated by divbions. What 
other kinds of division, then, can there be, aufficiently dividing 
uicn to impQ^ their character on the State? I should say^ the 
division between those who live and worship the 'One' and those 
who prclCT the "many,* or in other words between lovers of order 
and lovert of freedom, or yet again between thiMc who hold that 
aU men m^Af to think alike, and those who believe that they can 
fruitfully disagree without haWng to go to civil war about it. In 
effect, even in a Socialist society, ‘after die revoludou,* there will 
be an bsue to be settled behvetn totalitaiians and Liberals 

Ip like most British Socialbts, am a 'liberal/ But I think wc who 
t^ t^ view have to be on gur guard against letting the 
liberalism of our Ideals stultify our practice. We have learnt 
dj^ng the few years thatp on the intemaEional plane, 
liberalism please note that 1 am using the word in no Darty 
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sen^e^iH ii creed for Vrhich we may be required tu wage total war, 
doing a host of things thaK we utterly dlililce doing becau^ wc 
must either do them or sufTer ^liberal’ values to go down to defeat. 
The same thing h mie, 1 think, subject to the necessary modifica¬ 
tions, in our internal iiilairs. We cannot afford to let the anti¬ 
democratic forces w-in by refusing to counter them by means 
which are distasteful to us. In the name of fireedom, it was 
necessary to suppress blackshirt armies and to intent Sir Ostvald 
Mosley. And, in the name of freedom and democracy, it is 
necessary for us to get Socialisin, even if we ha%'e to take quite 
a number of high-handed a ceps in order to get it. 


/)w Dtmccragf Exbt J^ow? 

Let me go back to what I saying about Mr. Ghurchiil. 
Unlike Socialists and Radicals, Mr, Churctuli believes that 
yemocracy" is Arrr mw. In deciding to hold a General Election in 
1945 he thought of himself as "appealing to the dcmctcracy.” But 
I am quite unable to recognise the many millions of voters who 
voted—and from my point of view voted sensibly—at the election 
as constituting a democracy. They were, in my view, not a 
democracy, but the victima of a sy^em which was still denying 
them the means to become a democracy. Hieir potldcol know-* 
ledge, on the avcragCi was quite disastrously inadeqiiatei and the 
scales were ’^veighra against their ihcer human common sense, 
which I by no means deny^ by the concentradon of many of the 
most effective forms of propaganda in the hands of persons who 
Avidicd, not to enlighten them, but to bemuse. If they had been 
a democracy in beings there ivould have been no Press lords, 
such 03 Lord Bcas^rbrook, with ^'ast power to feed them on red 
herrings and misconstmclions; no film lords to censor their 
dnema programmesj no polite censorihip mstollcd at Broad* 
casting House, to enforce the evasion of *dangcrou3^ issues^ no 
snobbery in town or country^ no peersi no iciritorial magnalcS| 
no great employers with money to spend on confusing their 
judgement; no pageantry of Crown or Coutl There would 
have been just men and women, making up their more or less 
active and instructed rmnds. Under such conditions, c\en if men 
and women were ignorant, the scales would not he weighted 
against common sense, and the natural leadership of the more 
EutcUigenC would have a fair chance to assert itself in every little 
group of which the peat society is made up. There would not be 
the eontrast there is betw^cen intelligence armed with money- 
power, and intelligence without it. Education is important to 
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mokje democracy work but no large amotitit of it h mdis^ 
ptnsable to democracy. Wh^t b indispeusiiblt is the eradication 
of widuf infhanci. 

Democrat arul the ElKlion 

It wiU no doubt be objected thaip m face of all these obstMlea, 
the elector? of Great Britain m fact voted for the Labour Party iri 
numbers sufficient to give it a very comfortable parliaincfitan‘ 
niajority^ and that their ha\iiig done so proves that Great Britaiti 
\s reaBy a democracy after all. It does nothing of the son. It 
proves only that the British constitution has cqinej as a resolt of 
successive changes both in the siie of the electorate and in 
its economic and social status and its educarionj to embody 
important elements of practical democracy, including a pov^'tr 
in the hands of the ciectoTSj when they know iheir own minds^ 
to put a Government of their ohooaing into office. It does not 
prove that such a Govemincnt, ba\'ing assumed office, Can do^ 
vsithout let or hindrance, anything that those who put it Into 
office w^ould wish it to do. Its power as a Govcmmeni b in 
practice liinited by the necessity of not dislocating the day*to-day 
tvorking of the economic and social system; and it has in practice 
to ^valk w-arily whenever it is faced by any pm^erful vested interest 
in control of an impartant economic or social function. It cannol, 
even if it w-ouidp set out tn change everything at once; and because 
it cannot it must square such innovationis as it does make with the 
continued effectual operation of ail the essential existing institu* 
tions that it b not ready to replace al once. This necessity acts on 
an innovating Government by pushing it continually in a coo- 
servative direction, and by compdliiig it to offer inducement 
many groups and institutions dial arc in opposition to it to re&^iii 
from sabotage, and to continue to play their several parts in the 
conduct of sodety as a going concern. The House of Lords b not 
less an mstrurnent of plutnciacy p or the class of rich men less an 
anti-democratic foree, merely because the Labour Party has w'^on 
a majoriiy in the House of Commons and is in command of the 
offices QfSutc Ml WTihchalh The ariaiocratic social order goes on 
side by side with the democradc majority in Parliameni, and dots 
not forfeit its power and influence merely because there has been 
a change of Government which it dislikes. 

Kind 0/ Dmoerne^ /mtK beat Fighting For? 

The question 1 want to ask, and lo which c^m-Uiing 1 am 
wying here is related, is tUs. If w e arc ail, in a manner of speak¬ 
ing, ‘democrats' now^ which of these various ki nds of democracy 
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are wc milking ottr or our objective? Have we been figktiiig 

the Nazii idinply to make the world safe for Mr. ChiitdiiKrs Idfid 
orMcmocKicy"—which in my opinion is no democraj^s' at aJJ, but 
merely aristocracyi or even plytocnigy^ with a popuJiir flavour¬ 
ing? Or is our aim something much nearer what 1 have describ^ 
M the eomjiion creed of Socialists and RadJcali, with its denuncia¬ 
tion of pri rilege m both its aristocratjc and its plutocratic formSj 
and a poaitive emphusis on giving tlie ordinary man and woman 
the chance not merely to vote* but to undcrsiand what they are 
voting aboutj and to play an active part in the control of iock tyi 
to any extent to which they^ arc minded so to do? Related to this 
is the question whether we believe in mass action as somehow^ 
good in itselfj and hold tlsat all demociats oi^bt to think altkcj or 
on the contrary \^ue differences as eontributions to a many- 
hiccted tnjtli^ without ever foadng Jiold of the faith that there is a 
real distiiiction between good and evil^ and that, though it is 
possible to pursue the go<^ in varying ways, there arc also men 
who pursue evii^ and must be mcr ci l eisl y put out of die way of 
achieving their ends, 

Poikk^ JudgrniTil 

It 15^ t am sure, very imporunt to get our minds dear about 
this question of die ^right lo differ^ and its place in a democratic 
society. It is so easy to argue that, an^ong alternative courses^ one 
muse be right nod the rest wrongs and that, in matters of opinion, 
there muai be one correct theory, and all the rest must be wrong. 
Tills is simply iiacrue« Among alternatlvts, one will lead to n and 
A and r, another to rf and r and and a iliird to g and h and i. 
But a yi-i'id d and g may all be good, A and / and h ail bad, and 
e and f and i all neutral or doubtful. Which course is right? 
1 have to choosCp because the three alternatives arc incompatible, 
1 have to sacriBcc things 1 belkve good, in order to achieve 
things 1 believe better, or to avoid things 1 believe worse, Su^ly 
men are bound to differi in such circumstanoes, in the choict^ 
they make, even if they are all wilUng as wdl as they can* It is 
only tlic onc-c^'cd person, who is cominced that some one thing 
matters mom than all the world besides, who can conitdently 
a^ert that ctwyone w^ho wills differently from himseir must be 
willing wrong. 

Mqw^j, there are moments in history when acme one tiling is p 
vitally important that everything else has to ^vc way. We in 
Great Britain ^ced such a moment in t939t and should bav'c 
laced jt sooner. The RusaLniis fheed such n moment in 
Freticb in 17S9- At such momenii there are only tvm posable 
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sidcfi, a riglit and a viTniig. But this is not the cose under nonnal 
oinditionsj nr in relation (o the vast majurity of the decisions we 
arc called on to make. Much oftcncr, there are several possible 
courses, tbotph it may happen that two of them, having b^me 
the battle-cries of the leading political groups, arc argued about 
almost to the exclusion of the others. All these courses have 
demerita: perhaps not all of them merits. But even If some are 
wholly bad, it does not follow that one, and one only, is wholly 
right and good. We may, by arguing, be able tg find a way that 
combines part of the advanlagtt of more than one couixc, with 
fewer disadvantages tlian would be involved in taking any single 
course alone* Such argument is of the essence of democratic pro- 
grm, as I sec it, and is indispensable if progress is to be made 
without unneoessary suffering. But^and diis is what the mere 
liberal is so apt to leave out—the argument is fruitful only if the 
thoroughly bad courses are thrown out at an early stage, and 
their ^vocaics not allowed to spoil the rest of the arguing, ^ if 
there is a sufficient Common element of values among the rival 
advocates who are left in the field. Compromise as an outcome of 
argument is a most exodlcnt thing when it is made between 
persons who agree in their fundamental aims; it is the very devil 
when it is oUdwed to become a compromue between good 
and evil. ^ 


The political relevance of all this is that political differences are 
fifuitful when they rest on a basis of broad human agreement 
about aims, but not othervv'ise. The moral is that a strictly disci¬ 
plined paity-, though it may be a necessary evil for mr^lring and 
for oonsoltdating a revolution, is not likely to be in the long run 
a good instrument of democratic construction. It is fooiLsli to 
refuK diKtpbne--even strict disdplineH^in the lace of the enemy: 
it is most unwise to impose it when the matter in hand is one of 
planning a course of acrion among friends. 

Accordingly, there is no absolute answer to the question, ‘How 
much disciplmjng of thought and action ought there to be?' In 
order to make dem^cy. where it is not, the democratic forces 
may a ^at deal of dl^ipline, and similariy where it is a 
case of upholding ihrealencd democracy against attack. But in 
mnni^ a stably democracy the demerit of discipline 

should be small, atwl du-ays getting less, or the discipline 
will oust tlifi democracy and we shall be back at tyranny over again. 


Demxraiy and Uit Rait of iht Majority 

I t is wmetmies said that the meaning of democracy » that the 
wiU of the majority prevails. That is wrong. True, in a democracy 
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when there is an absolute ebah between two rival view^, neither 
of which admits of modification without sacrifice of vital prin- 
dplc, tlic ^^ill which has moist peraons bchlntl It ought to prevail. 
But it Is not democratic for 51 per cent, of the persons to force 
their will on the other 49 per cent., if a way can be found of ^ving 
another flo or 30 per cent- a goerd deal of what they want without 
tlic 51 per cent, getting much I™ of what they wjant. Decisions by 
bare majority are always uniadsfhetory^ aiKl never easy to w'ork. 
A democracy w^hicli has a common basis of a^ecd principles cm 
often avoid them^ by giving free rein to discussion among its 
friends. But there ronains the exceptional case of hcad-^ii con~ 
flirt on a matter that docs not admit of compromise or a way 
round; and in such cases alone can democracy be identified with 
the prcv'alcncc of the majoriiy Such cases, we havx seen, 
arise much more intractably In revolutions or wan than in the 
fajtkj: of normal social constnictiom But they do arise In Iwth 
types of situation; and the democrat who, to save hb liberalism, 
omits to mice account of them, is iost^ 


Tht PetUrn e/‘ Pwf-aw Li^ng 

W^at pattern of lining, then, are we setting out to ^tablish in 
post-war Britain? i-et me aak the question more specifically, by 
talcing the case of a town—say Plymouth—of which a large part 
has b^n blown out of existence by air attack. How ^ we to 
rebuild it? Tliere wtic in it^ before it was bhtzed, rich men's 
houses and poor mcn^s houses, rich rnen^s shops and poor 
men’s shops, rich men’s quarters and poor men's quarters. Are 
w^c setting out to put thejn all back, just as they were? Up to a 
point, of course not; for nobody b proposing to rebuild the slums 
just as they were. But beyond that? Do we envisage the remaking 
of Plymouth as the putting back of a shell to fit the old social 
structure, Or as a part of the process of oeatiiig a new social order? 
If we rebuild poor men's quartm and rich men's quarters, poor 
men'^s shops and rich men's diops, and. all the rest of the old 
contrasts, shall we not be implyu^ a >vish in rebuiLd the old class^ 
relationships of which the bricks and mortar and the leno- 
concrcte were the physical embodiments? We shall. 

And yet, it may answered, what cUe are w’e to do? We must 
build our cities for those w^ho ore to five in them, and if the 
inhabitants are in lart divided imo scj^ and e^notnic classca 
we must give each class Its appropriate pm\^ionp or things 
will not fit. Do wc really expect Lord Astor and a dociyard 
labourer to live in the same sort of housci or to shop at the same 
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shops^ gr to live in any cficntial respect the sajtne sort of lifc?^ 
Here we really are up the necessity of deciding what 

we mean. In. post^revolutionaiy Russia the Lord Aston, unless 
they fled abroad, were actualiy reduced to living pretty much the 
atne lives as the docleyard Labotirers, or even to laring worse. 
That levelling was part of the rwolutitm, and, as things wciitt an 
essential part. After a time, no doubt, a new basb of differentta- 
tioii appeared^ much less extreme than \hc old, TTie higher 
managers^ scieniixta, artists and WTitcrSi and » on, got 
eomidcrably better houses than ordinary pco^cj and so did 
stakhano\'ite manual workers, when they wanted them more than 
other things. But the new wdJ-io-do of the Soviet Union wrr a 
quite differeut class from the old rich of Czarist Russia; and the 
guUs were a great deal less wide, as well as less impa^able. 

Should w-r now be setting out to rebuild our bombed cities in 
the social mood of die Russia of 1917, or of the Soviet Union 
to*day, or of the Great Britain of 1939, or in what other mocdl 
It may be ans^vered that our futtirc class structure will be setded 
not on the plane of city-building but elsewhere; and I agreen 
But the question is none the less pcrtincut, and needs to be 
answered. 


A Aiuuxr 


1 suppose most people on the British 'Left^ would answer, if 
they were willing to say what they really thought, that they were 
not cnipredng a British revolution on the Russian model, aod did 
not desire one, Bven the Communist Party put out in tJH5 ^ 
tentative Immediate programme wliich was no more rev'olti- 
tionary than that of the Labour Party, and much leas so than the 
‘splinter' programmes of Sir Richard Adand's Ckimmon Wealth 
and James hlaxton s I. L+P* Acoonlingly, tfew^ would suggest 
that wc ought to take as our pattern of post-war living that of the 
Russia of 191 which was essentially a pattern bas 3 on viokni 
social revolution, I frmey that the fiivouritc answer would run 
roughly like this, nVe ought to replace the slums with wcU-buHt 
hou^ built up to a Teasonafalc standard of aM>mmodatkpn. 

S uipment and amenity. We ought tn build enough new houies. 

an_equiyalent standard, to end overcrowding and to provide for 
new famOies. We ought to do these things in such a way as to give 
adequate space, air, light, and garden gitiimd. We ought to builds 
not merely houses, but also communal bmidingi enough to make 


^ duttipccl is tneant 10 Lewd Asior, who hai ACUnJly tnkm m evtaUr 
wn m atiemptn^ im ^1 titter tutmcoi for I^yaunith iiul otlier b*dlr 
owiA^ed lewm. 
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each district a centre of roujidcd soeiai iDtercoui^e. We ougbt to 
mix up houses of dUTcrent sizes and desigus, so as to avoid ok- 
cbs5 dormitory suburbs. For the rest, we ought to give no permits 
for the erection of big houses for rich people, or of luxury bulidk^ 
of any sort, undJ the needs of the ordinary people have been met— 
and perhaps* by that time, a good deal of the demand for luxury 
buildings will be found to have melted away.* 

Thatj surely^ is a very sensible ansiver* as matters stand in Great 
Britain to-day. It is not a demand for Memocracy/ in any M 
sense; but it is a demand for a decisive priority for democratic 
over other claims. Such a demand is the cniiracteristic attitude of 
progressive British opinion in respect of many thingi bendes the 
building of dries. It is essenrially what the Lalwur Fai^ U putdiig 
forw-ardj and it is also the spirit in which the Be\'eridgc Report 
w-as written. In practice, it amount to askbig* in rerocct of new 
and constructive measures* something not very different from 
what is being done to-day In the Soviet Unbup put to living in 
existence for the time b^g a grdt many things w'hich were 
hrmly uprooted in the Soviet Union after 1917* 

Con Jl be umAe to Work? 

This is the right policy—ifit con be made to worL It fits m with 
the highly complicated class structintr of British society^ \vhich 
cannot be rimply divided up Into proletarians and csploiteps. 
It squares with the pncvmliog temper of the British people, who 
are singularly without class hatredh It is calculated to avoid the 
extremes of class conflict at a time when we shall need all our 
energies to re-cstabH^ the British economy on secure foundMioiu 
in world trade and exchange. There is evcx^thiiig to be said for it 
—if it will wwk 

IMiethcr it will wort or not depends mainly on tw^o things^^n 
the making* and the practical acceptance by opponaits^ofenough 
changes in the basic economic structure of Great Britain to render 
a pobey of full employment wwkablr, and on the su&ms of the 
Labour Govenunent in administering our coUectivx affairs 
steadily and courageously* but also tactruUy* on the si^cgtcd 
prindpte of 'democratic priorities/ 

Take* for example, this question of building. There will be an 
acute Khortage of bouses for years to come, iivbalever Is done to 
provide them: nothing can noW‘ alter that. But it wOl make a great 
deal of difference to the feelings of the many who will be wanting 
houses they cannot g^t if they see big houses or luxury hotels or 
shops being built for rich peopk, w'ho ran affutd to bd higb for 
getting served first. This is not mere envy; for the diversion of 
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iwouroes to luxury building will •obviiTudy alow down the jatia* 
Action of more urgent needL 

£>frniHTd^^ Primtiii 

This principle of'democratic priorities’ h of the widest applica¬ 
tion. In hundreds of hranchea of production^ the m«t profitable 
cour% is 5^ to produce luxury goods for those who are prepared 
to bid high for themj and to leave the general run of the poorer 
mmimirniQ wait. Nor can this be prevented without a con¬ 
tinuance of public control, such as was imposed during the war 
m order to emure priority Ibr essential supplies, 1 do not mean 
that control will necessarily prevent it: that all depends on who 
operates the contiol^ and in what spinti What is Lmoon testable is 
that It cannot be prevented at all without control. 


Thi Future of WaTlinw Canlrob 

Yet there is already going up in some quarlcis a grand clamour 
lor the speedy removal of the wartime tx»nm>l3. Those who maltr 
this datoour usually pretend to be actuated by a strong belief Jo 
^dotn and to be p^rotagonists of the small employcis and 
^opkeepers whom the 'Controls* are mdering ahouf, AcluaUy. 
they^ for the most part the persons %s1io hope to be left free to 
urn their money in getting what they want for themselves, even if 
this means leaving much more urgent needs unmet. They include 
also, ofeo^, the opponents ofSocialiam, many of whoni at every 

^^rtumty conceal the defence of their own monopolist iotciesla 
behind a pretence of zeal for the smaU shopkeciiCT or the ez- 
soldier who wants to set up in business for himself 

For my 1 have much sympathy with the small employer 
and^the smoU shopkwpcr, and as intense a hatred of bureaucracy 
as he can possibly have, even if he swallows the Daily Exprtfi 

‘Controls’ operated on the side of the 
S producer or trader, wherever he renders a tolerably 
c^nt pd useful service; and I cannot abide red tape and 
aiM ^ce routineers. But I ^ not prepared to let the whole 
tnbe of monomliats and cxploitm af the public ect awav with it 

priority to democratic over 

5lSS^v involvca control. 

ACMrdingly, we must set to work to democratk; the 'Controls.’ 

«ro ^ indispensable first 

«ep lowa^s dmng this was to get a Covcmmcjit wlii^ was fiiltv 
committed to the principle of'demcemtic prioritS- 
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Educitihnal Frioritvi 

1 have swkcn of iownA and houses^ but cvidcfitiy the same diin^ 
holds jjooa of Echodk. The Education Act of 1944 purpoita to be 
a dccnocratic mca^une; but it v^ill not \i'Drk out dctnocratically 
unless a real effort is made to sialf and ec^uLp, and as soon as 
po^blc to build, the nevv secondary schools up to a aiaudai'd of 
real parity with the grammar schools and the so-called 'public^ 
schools. Nor will it w'ork democratically if Lar^e numbers of 
schools are aIlo\^^ to contract out of tlic principles of the Act 
and still to draw puhlle money in *dircct grants’^ to enable them 10 
maiiitain their old w'aya unchanged. It will not work demo¬ 
cratically^ if "fiassics" are cnooura|;ed to look down their noscs^ as 
they have done hitliolOi at technical education, or if headmast ers 
and headmistresses are chown preferably Iraro among those who 
believe in ihc class system and i^l do their best to turn out pupils 
who believe in h. This does not mean that only Socialists or 
Radicals ought to he made headmasters or headmistresses; for 
party allegiance is no sure way of separating snobs from demo^ 
crats. It docs, howe\or, mean that a holocaust ought to be made 
of Boards of Governors consisting largely of Blimps^ and per- 
pctualty in search of masters and tnisliesses made in thdr own 
image. In education, as elsewhere^ die principle of democratic 
priorities should bold ihe field. 


Industriid Frioritisj 

The othee requisite—a sufficient change in the itrucUire of 
indust^ both to ensmtr full cmploymenl and to make democratic 
priorities prevail in the economic sphere—T shall not discuss 
further here, as I have already disciisscd it in earlier chapters of this 
book. Instead, I propose to go back to the genera] question of the 
pattern of lift after which we are proposing to Eve^ To w^hat 
extent b it to be a democratjc pattern? If we arc not to make 
short vrork of our privileged classes by any direct and imm^iate 
attack, such as took place m Rmsia, we shall have them with us 
still for some time yet—albeit perhaps ivith diminuhed incomes, 
prestige, and power for muchief. We shall therefore not be able, 
even if wc would, to set to wwk making for oureclves a new^ 

K ttcm of living such as the men and women of the Soviet Union 
ve been making since 1917- We shall be adapting our cjdsting 
pattern, not making one whidi wUl be almost wholly new* What 
sort of adaptation do we mean it to be? 


647 




Tht Soc\a.l PttUem ^ Past-if!tir Stiban 

On (be economic fide, (he adaptation or a nait.-™ =>< «.n 
tnisted mtb Uie making of a new one, up 

near the bottom of the locial scale to the level oftbe^bow hut 
not » very mud>, above Uicm-for more than thiTuie nidonJ 
mcorae cannot unmedialely be made big cnouXfi; uJCdo 
^ no direct attack on Uic continued «bte!^=^ 

of the privileged clas^. A realistic way of putting thbis^r^* 

Um la,aughi u,.c„™,. 
services, apcdallTin 

CouncU estate? Even that wouK ^ 

want, if Vie arc democrats. It is possible to nearly ^ 

pict^ of life in a good couneil’l^,^ ^ 

nice) furniture (bought on the instaC, t ^ seeming- 

scheme, good water supply and sanit^nn 
space and rtx>m for the piL, saH^SsS?. 

Md a fair school reasuibly near KSd »ho™ ?f '^7^ 
for the housewife, and a pJb and a cSfvSillf e rf 
By no means all Cbnndl renauts now e^T tb« Sin^b'^ we 
are setting out to make at least all dir«f "V* r 

*<« will,h.»., A« ^ “»^W' f" 

In a materia) mum. they am neariy all we can aBViw, ,i„ ,, 
ror tie pmmm. Add tn them what ha, “V"?!’ 

Tht Building of £>onnTa:^ 

r„Ta’S? S?SfH“t"c:CS 



parucipation in, the collective alFsura bodi of the small society 
^the local commutiity atwJ of the great sGciety of the nation, and 
^ond the single iiation/ If we am to build democrac>v we must 
huild democrats to talc part in running it, not only nationally 
but in every local and hmctional group ofwliich the great society 
IS made up. Unlesi a spirit of active politinzal and social iutenat 
pervades these groups, no sort of cojuiituttonal machinerv can 
yield democratic results. 

How, then, are wb to set about the stimulation of this demo> 
^Uc ^irit la the daily thoughts atwl doings of the people? 
Education, especially adult education in its newer and furtlier- 
reach^ is of course part of the answer. But education is 

not the wdiolc answer, or even perhaps the major part: for educa- 
non will never appeal to die main b^y of the people it is 

di^dy connected vdth doi^ as well aa learning. If men arc 
asked to learn only about national or world problems which aeem 
tm remote for moat of them to have any prospect of [nBuenctng 
their course, some will be interested, but most will give at best no 
more ^an a superficial attention, if any at all, and this superficial 
attention will fail to make any real impact on dieir minds or 
ihews of life. 

/Ijfi in Tbum. a/id 

’^cre is, in cfiecl, no real school for democracy except the 
Khwl of acdou. Of the political conditions of this sdiooW I have 
spoken at large already; here I am ronceitied with it as it aifecia 
die pattern of living in (own and vilbge. Unltas we can mtablisb 
m th^ centres of soda! activity democratic ways of life, we may 
whisdc for democracy on the national and international planes, 
Mine will say that, if this be so, we may indeed whistle Ibr it, 
because the requiiemcnts of efficient administration will compel 
us to organise our local government over larger and larger units, 
m which the ordinary citizen will be hardly nearer to the seat of 
power than he is in the afikiis of the whole nadon. But I 
SM that this n^ be so, unless wc wiU have it so. I am not denying 
that, for certain servkEs, larger units are needed, and even larger 
^ needed ere long. But to take this as a proof i, to 
r^ard local government as having fixed funcdotial fhmticrs, 
whcit^ in truth its frontiers are in process of being enlarged art.;| 
reqiujT much more cnlargcmciit. Suppose we do oigamse our 
inain health service^ our iducatioa, our town and country plan- 
tuns, and our public utility services round regional centres with 
authonty over large areas, does that really leave nothing to be 
done coUecnvely on a small scale? I shall be told that our cxiitiog 
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imall units of govemmrnt, the Parbli Councils in the country 
district^} notorioua lailurca; but why do they feu. _ 

They feil, in Oic first place, because hardly anybody u trying: to 
help thcjji to succeed, llie adminlstnitors arc against ihem; lor 
the adminisiratora arc &ying to concentrate authonty in their 
own hands. They have no tradition of achievement, because mey 
have been given no targets at which to aim, and nci hclp_ in 
formulating policies of their own. Finally* they art? set in the midst 
of the most undemooratic part of our society* in a politic^ sense; 
for die countryman has tjcen long trodden down by his bettmp 
and has taken refuge in a private life that bolds alwf from public 
aifalis as being none of bis business. Thants to improved 
nomic conditions, the countrydde is beginning to wake up at 
and may prove* when it is roused* to possess an unexpectedly 
sticmg natural talent for democracy. But the results of this 
awakening oannoi show themselves at once: for the immediate 
fiiturc, if we are minded to try out the capacities of small-scale 
direct democracy* w*c must make our main trial of it in the town^ 
llie low™, then* I say, should have thdr equivalent to Parish 

Qoi^cjis_their Ward Conunitlccs and Ward Mectinp* or what^ 

ever we may choose to call them—representing the citizens of 
quite small neighbourhood units such as Profesaor Fawcett has 
LDsisled on in his wiritinp* and Professor Alxrcrombic in bia now 
celebrated Plans. The nmetLons of the bodies representing tbese 
neighbourhood units should be centred upon the marLagerneni of 
Community Centios, of Health Centres in their non-mcdicai 
aspects, of primary schools* of communal ifstaurants* and of pfey* 
grounii and open spaces. The local Councillor representing the 
Ward, or a section of it* should act closely with the dcctcd com¬ 
mittee of his ward-matesp and should cajry their vicwn to me 
larger Council of the city or ibc lorvm. The local Member ol 
Parliament should report to them* or to their delegates* and the 
delegates should report back, so that bis conduct can be 
thoroughly discussed. The VVard Meeting should be the primary 
cell of dcmOMcy* the pbee where ordinary men and women* 
acting [ogethcr in small things* can learn lo deliberate logcthw 
about greater things, and to TOUtrol theiT representatives in the 
wider spheres of local and national goverttment 

JForW Ordtf md thi Spirit ^ 

None of this, I know, fits in with our present pattern of living* 
or with its tendency, which is to divorce the ordinary citizen ruoie 
and mote from doing things in politics, and then complain of hi^ 
lack of political interests and his apathy about oiucadon ut 
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ddunship. Hmv cm wc cepect him to be anything but apathedc 
when, in the vast majority of cases, the education he is offcred has 
no relation to acUon, or at any rate to any action that *«ms to 
littn to fall within the range of his powers? Ordinary men and 
women can only understand what is at stake at Dumbarton Oaks 
or San Francisco, or for tlmt malttx at Westminster, if they can 
visualise it as a magnification of their own practical affairs. Pre- 
venting Fascist aggrrsaion in the world is, after all, at bottom the 
same thing as keeping in clieck an unncighbourly neighbour who 
steals one's apples or garden tools, and never returns what he has 
iMiiowed, or commits persistent ^nuisance' by his insanitary or 
drunken habits. But people do not see the problems as the same 
unless thc>' have learnt in practice to deal with their neighbour in 
an orderly way, as a community acting tpi^ther. Nor do they see 
the national problems of government and organisation as 
analogous to the little problems of their own street or biwk of 
flats or housing estate, unlcas they are given a real place in the 
collective management of their small, tocal affairs. 

If wc mean democracy, wc must live together in a more com* 
munnl and neighbourly way, and run our own local affairs more 
as self-governing communities. Education, in school as well as 
among adults, should constantly foster this way of living; and the 
whole endeavour of govemine nt from higher up should be to hand 
pOH'er down and not to engross it. Within the eidstiiig scope of 
local government, this can hardly happen; for the technical pres¬ 
sure towards administrative centralisation is too strong. The 
answer is—Widen the functions, to tneludc the new territories 
I have mentioned, which are mainly functioDS capable^ of being 
organised, subject to co-ordination by larger authorities, on a 
^ TTiall scale, and indeed must be so organised if they are to be in 
auiy real sense democratically arranged. j *. > 

It comes to dm. If we are content with what I called at the begin¬ 
ning of this chapter ‘CEhurdiillian democracy,’ nothing can save 
US &om getting steadily less and less democratic as the technical 
scale of operations gets' bigger. More and more functions will get 
into the bands of ‘fonctjonarics’: more and more poww will be 
concentrated in the hands of a ftw men who will manipulate aU 
the devices of modern propaganda to keep the p»ple bemused 
and practically apathetic. Only if wc set out to bt^d the ‘radical' 
democracy which I contrasted with the Churthillian variety shall 
we be able to make little men the masters of a world given ov'cr to 
hugeness by the scale of its technical achievements. And even 
so, we shall not be able at first m build more than a partial 
democracy, because the surviving elements of privilege and 

651 


power wiil be alien to it, and incapable of participating in ita 
development. 

AH tlm, be it boiw in mind, is written on the assumption that 
then will be no British Revolution. It U written on the affiump» 
don of a democratic i^icy which will attack eviatlrig vested 
interesu no more than is necesary to secure the foundations of 
a new order, but will strenuously resist every attempt of the 
vested interests to ^in Gresh ground. It rests on the assumption 
that this policy, which is the Labour Party’s and in essence that 
of tciost ’progressives,’ will be competently and stubbornly, 
though moderately, pursued, and on the further assumption that, 
to the caient to which this is done, there will be no countern- 
revolution. If these assumptions should be falsified, the neetb of 
the ihuadon will become altogether different; and so, I think, 
will the people s mood. For, uidess the people get something near 
to lull employmetit, real social security, and a housing programme 
they regard as not much worse than the best that circumstances 
allow—to name only the most obviously expected things—their 
mood wiU quickly change, and the tolerance and moderation 
that characterise it now will not endure. What the new mood 
under thw circumstances would be, or whose cause it would 

1 do fMJt know*^ But I ic wUl nDt be provoked into 
cxi«t<Tncp* 


Part five 

INTERNATIONAL DEVELOPMENT 




I I 


CHAI>Tefit I 


THE PROBLEM OF INTERNATIONAL 
INVESTMENT 

^H£ TA3KI OF the world's cconoioic equipixicnt 

shatEcred by war and ofdcrvcJopiiig the cwrtamic capaddra i>f the 
backward countrlw so as to rahe standards of Uviog arc Gist and 
foremost tasks caUiitg for In capital goods. The lost pro- 

duedve capacity cannot be put back, or tbc undeveloped capacity 
brought into active existence^ witboui investn^nt of capjt^ on a 
very large scale. Capital goods arc not^ d" coursci the only requi¬ 
sites for economic dcveJopmefit; for the kno^vlcdge of the right 
way of using such goods is also indispensable. V\Tiere it is a caaiter 
of restoring what has been broken^ the knowledge can in most 
cases be assumed to exist; where new industries have to be created 
the knowledge has to be brought into existence as well. Let us^ for 
the moment only^ set aside this second Gtcior and concentrate our 
attention on the need for capital kiviatmcnt in devastated and in 
backward areas alike. 

Capital Investment always involves the use of man-power^ as 
well as of materiab, for making dungs desdned not for immediate 
consumption but for adding to the resources available for use in 
the future. It can be employed to creare roads or houses* which 
will be gradually eonsum^ over long periods, or to create i^nstm- 
uients of production^ w^hich will be us^ to make goods untii they 
are worn out or rendered obsolete by the Invention of imprm'ed 
machines. It can also be employed to Improve the produedve 
quality ofland^ or its amenity value, or to create schools^ hospitals^ 
and other pubhc erections w^hich will contribute either to raise the 
produedve quality of the people or to improve their oondidons of 
lUc, Every such application of man-power and matermb neces¬ 
sarily involves^ for the time beings ^ subtraodon from the quan- 
dtics of these things that can be made available for meeting the 
demands of hnm^tatc consumpdon. It may not involve the 
produedon of fewer goods and services for consumption than 
would otherwise have been produced [ but it can fail to involve 
this only if man-power would have been left unemployed had the 
capita] goods not been made. On the assumpdotis of full employ¬ 
ment, the produedon of capital goods—that is, real investment— 
always involves a smaUer output of consumers^ goods and services 
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than would have been, available if rconoznic effort had been 
devoted entirely to making things to be used up at once. 

Of TOurse, if thi» were to be done, a community's productive 
capacity would not stand stUl: it ^vouJd rapidly deteriorate. 
A substantial fracdon of each yearns productive effort has, in 
every community^ tn be devoted to maintaining productive 
capacity, quite apart from uicieafing it. In Great Britain, few 
raample, it bos been officially estimated that, Ui 1938^ out of a 
gross im^cttincnt of £690 millions (excluding investmcni^ made 
by public bodies) no less than j^34o millions went on replace* 
m^ts and renewals of existing capital goods, leaving only £350 
millions for the Increase of capital resources. Momn^er, another 
if 45 millions was accounted Ibr by Uic using up, without replace^ 
ment, ofsttxiksorgoods vt'bldi owited at the begiiirung oftlicyew: 
so that the sum^total of new tnvestmtmt in capital goods was not 
wn £350 millions, but only about £305 mtUions, There was, no 
doubt, m addition to this some net real mveslmcnt by public 
bodies in houses and other buildings, roads and bridges, andothcr 
Muipmen E ^ but the total waa not largei- Out ofa total private income 
of about 3^4^600 millions, excluding incomes which were merely 
traiufm made by way of i^ation, the British people, in T93B, 
applied about 6J per cent, to increasing thrir stock of capital goods 
with a view to higher produetion and consumption in the fijliirc. 

Such estimates arc necessanly no more than approxiinafe' but 
they are good enough for the purpose in hand. Obviously* the 
fughcf the standard of living among a people is, the less difficult 
It bKOutes to set aside a proportion of its productive resources for 
adding to its capital store. As against this, the poorer a country b, 
the more investment it needs to lift itself out of its poverty by 
mprovrng its productive pcswcr. This is the classical case put 

in favour of for^ mvcatmtnt by the w e^dthier countries 
m ^e less advanced. The former, it 3 argued, c^ spare tfie 
ppitd* which will* moreover, tend to yield a higher return when 
Jt IS mvested in areas where capital is scarce than It could in 
countries where capital resomnm are already plentiful Therefore, 
the mveston in the richer countries will benefit ftom getting Wgh 
retu™ cn the money which they lend for buying instruments of 
production for use in the poorer counuries^ and die borrowers will 
benefit as i^ll, because the invested capital will leave a surplus 
even after the charges for interest have been met. 

Iitc4sti7iint ufider Gspitahit 

This is the capitalist doctrme of foreign Jnvotnitnt, reflecting 
the actna] practice on which such investment has b«n ban^ 
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There of coiarw^i been many instances in which capitally 

Investors in foreiitn oountriM have Jost their money, sometimet by 
putting it into Commercially utwiund projects and sometimes 
because of the borrowm* de&ult^ But on the whoJe, forei^ 
investments have yielded high rctniTUt to the capiialisis of the 
wealthier countries; and in practically all ca^ the Gov'cmments 
as w’ell as the ootopany promoters in the more baclw’and countries 
have had to pay a lai^c toll in interest or dividends on any 
money which they have borrowed from abroad- 
It follows that foreign capital has been av^Uiblc only for 
projects whicli have seemed likely to yield high retumSj or in 
tespcct of which Governments have been prepared to accept 
responsibility for the payment of high rates of interest. Nor has 
tills been the only LimLiis^ factor on the supply of foreign capital 
for the economic devTlopmcnt of the backward countries, ’VS^ere 
such capital has been brought iHp it has oUcn been introduced 
under the auspices of foreign companies, which have developed 
their enterprises in such a way as to fit in with their own needs 
rather than with thtwK of the countries in which their iavestnients 
have been madei Thb applies particularly in the case of mlno^ 
development. Large foreign capitalist concerns which have 
wanted supplies of raw materials for their own enterprises have 
come Into a backward country and ejiploiled its mineral \vt!alth 
for their ow n purposes, but have imiaJIy preferred to limit 
development on the spot to the extraetbn of the raw minerals, or 
at moat to the earliest stages of working than up, the later stages 
of production being carried on in the more advanced areas. The 
foreign concerns have, in addition^ usuaEy brought in their own 
skDl^ and supervisory labour, at wages and salaries a long way 
abox*c those paid to the labour of the country In which the in¬ 
vestment » made; and these etnploycca have usually 

remitted a large part of their earnings abroad. In such cases, 
most of the revenue derived from the natural wealth of the 
backward country has been apt to accrue to the capitalist con- 
oems abroad and to their foreign employees, and little or no 
capital which confdl be used for further development has accumu* 
laied in the backward country. The work carried on at the mines! 
and smelting works has of caurse increased the amount of in^ 
dustnal employment and has done a little to relieve the pressure 
of popubtion in the peasant areas. But the contribution thus 
made to raising the standards of Income in the backward countries 
has usually been quite small. 
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Th* Mew AWf of ihi Beikwtjrd Countrks 
If the problem of economic development were cDvlsagcd fhjtn 
Uic standpoint of the peoples of the bankwnni countries mtber 
than to nni the convenience of the foreign capitalist concerns, 
plATkS of economic development would be worked out in quite a 
different way. The most ui^gent needs of the backw^ard countries 
axe (i) to improve standa^s of agricultural production, (2) to 
improi'G transport conditions, so as to secure better access to 
m^ets, both at home and abroad^ (3) to produce at home 
supplies of cheap consumers^ goods, such as are needed by pcsoples 
emerging £mm a low standard of life, and 1^4) to devdop 
improved public utiUty services^ especially clrctiieity and water, 
for town and country ^ike. Hicse four things are set down not in 
an order of priority, but as needing simulianenus action within 
a general plan of economic development. 

(t) A^ruulturid Pn^^uetimfy. The improvement of agricultural 
producLion Ls partly a matter of knowledge^ and is closely bound 
up with the spread of education. But knowledge alone may help 
the peasant but Utde^ unless he has the meaxB of applying it— 
capital to put into Jaxm buHdiugs and equipment, the improve¬ 
ment of the soil,, and the introduction of superior stocky and also 
access to markets that will enable him to resort to more diversiEed 
forms of agricultural production. The peasant often farms at a 
very low standard bt^iisc for want of capital or of access to 
markets he has no means of farming in any better way. The pro¬ 
duction of cggSi vegetables, fruit and milk^ for example^ depend* 
on the possibility of getting the goods to a market where they arc 
wanted vidth reasonable s^cd without paying too heavy tolls 
to middlemen on the way. Such production also calls in each am 
for mote capitaJ than the traditional routine of peasant agri- 
culturc| and the peasant, usually in debt and compelled to sell hli 
produce speedily at all costs in order to obtain the wherewithal to 
pay his rent or meet mortgages and other moneylenders' chargeSt 
is in a very bad position for borroiving capital for further develop- 
ment of his farm. The conditions of rural svater supply arc often 
viry bad, and severe drought may sw«p away the lesults of the 
peasants labour* Public application of capital b needed in many 
arraa for in%ation as wdl as for the supply of w^ater for stock^ 
{2) Transpe^. Transport conditions are thus closely bound up 
with the raising of agricultural standards. 'Fhe backward 
countries have for the most part few railways—and what they 
have were often buBi mucfi more for strategic reasons^ or to suit 
the interests of foreign companiesj or for other reasons which have 
little to do with the welfare of the areas through which they pass, 
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tkan tor purposes of ifilcmal econottiic development. These 
countries halve few good roadai indeed^ most of the rtiraJ orcaj are 
served only by traciw which hardly ariything has been done to 
impricn.'e. River navigatioirts help the districts adjacent to Ui™; 
but most rivers have not been developed for tiunspo^j and there 
are few of the canal links which are needed lo join rivers up into 
a network serving large areais. Road construction of a type that 
cam be used by motor traffic is an extremely costly atlair. It is 
quite beyond the resources of local governments in ba^w'^rd 
territories, and cannot be tackled at all except by energetic Suic 
action, which has rarely been forthcoming, and i^ctd reqiura 
a kind of Government very dilTercnt Grom those by which most 
backward countries have actually been ruled- 

It is a further important factor that the rauw^ay syatem ot inc 
backward countries of Europe, and to some ^tent their 
systems too^ were constructed to serve qajtc dineMnt areas tram 
those which are now under the jurisdiction of the scp^tc 
national States- ITiis appUes particularly to the temtoncs which 
up to iqrB belonged to the Empire of Austria-Hungary ; for the 
new ffiontiers cstabUahctl ^trr the first World War cut nght 
the old arrangements of transport- It often happeoed ^hat t c 
easiest route in respect of transport for the peas^t a pfMucc or 
of course for local industrial goods^was effectively barred 
because there ran athw-art it a frontier at which high c^nms or 
transit duties were levied; and there might be no mtemative 
mute by which the excluded products could reach mar ^ * 

within their own State^ ^ . j ^ Ip 

This problem of railway development raises vital and diittcul 
bsues. Ought railway systems to be rcconstmctcd on the assump¬ 
tion that each State is to build up its own intern^ arrangements 
by itself, with Utik legard to whnt is done in other States, and that 
high customs dutks, obstructing ilic movement of goods to the 
most convenient markets, arc to remain the common practice. tJr 
can we look forward, over large tegions, if not over Europe as a 
whole^ lo commercial conditions which will n^e it 
market goods where they are wanted and can be conveyed at 
least real cost? On the former assumption, It will be nteesaa^ to 
build up in each State a transport 5>;5tcro design^ m^nly to 
fscilitatc carnage from place to place mthin its owTi fronticfs, and 
to relegate the question of international cominunicalions to a 
minor place—to the great and obvious economic 1 m ^uiosl ot 
the people. Oft the latter assumption, ndlway as wiell as nver 
transport plainly cabs for international planning at lea^ on a 
regional scale, and the opportunities for the peasants to divcrafy 


and specialise their methodi and forms of produedon are likely to 
be very much idcreaacd, 

(3) Pf&duc^a of Cmsumits" Goadt^ Thirdly^ ai I said, plans for 
economic dt^^elopment of the backwawl countfics might lo 
indude provision for the producUon of supplies of cheap con^ 
siimera' goods of types needed by papulations living at or emrag- 
ing from very low standards of consumption^ Here at once a 
difiiculry arises^ It is obviously necessary m the fir^t instance to 
select for development industries whicli do not call for a high 
degree of s kill , or at any rate for a high propicirtian of skilled 
labour. MoreoveTp where Labour Is plentiful ami capital scarcci 
there is obrionaly a balance of advantage on the side of induAtrics 
w'hich use a high proportion of labour lo machinery and other 
capital goc^. This is one foctor which tends to favour minings 
for most types of mining are» In the phrase of the economists, 
labour-intensive/ whereas m<xieni manufactiires, carried out on 
a large scale, tend to become nriorc 'capitaJ-mtensivT*—that to 

require a large expenthture on capital goods for each worker 
employed. In face of the shortage of it U necessary to look 

in the GistJnstance largely for industries which can be conducted 
with relatively uimcpcmive capital equipment; and fortunately, 
quite a numj^ of the industries producing everyday consumcn’ 
goods Gill partly into this category^ htany ynds of te^ctilcs and 
clothingp including boots and shoes,, as well as furniture, processed 
foods, and a good many miscellaneous consumers^ goods can be 
tupied out with reasonable efridency in middlc^tzed factorica 
using only a m^erate amount of capital equipment and only a 
mi^cit proportion of highly skilled labour and techmeal super¬ 
vision. 

It is, howwer, not to be expected that In most cases the back- 
ward countries, even if they can establish such i ndiistries as these 
in n tolerably efficient way, will be able at the outset to be as 
eflfeient as the GOrresponding producers in ad'vanccd countries 
who arc armed with more capital equipment and much greatef 
manual, technical and managerial skill. In tlic long niHj die 
industries of the less developed countries may be able to catch up; 
but it would be absurd to mnagme that they arc likel y to be able 
to be^ ^ the cquafr of the masa^production Industries of more 
ac\*cloped counlnes in turmng out cheap consumers’ goods* In 
tlie past, the cotmtriea whicli have set out to develop industriei 
mive u^nlly regarded this inferiority as conutituting a ^^alid case 
for tariff protection—often put forward ostensibly as a temporary 
mewure, to glvn the new manufacture time to find iti feet. This 
tanff system, howev er, has worked out very badly. The tariff has 
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oftpa senxd to bolster incfRdcuey rather than lo sttmukte 
improvfmenti and it has also becorne the hash for endless wire* 
puliijig by interests of e%^ery sort ajid kind. Moreover, the uriflT 
mcthc^ usually meant that each country has triedp by means 
of high duties, lo'attract to itself whatwer iradu5iTic3 it couldj 
with the rcsiilt that in each country there have grown up a 
number of wneak industricE supplying only home markets, whereas 
much better results could have be™ secured if neighbouring 
countries c^ild have agn^ed, under n regional plan, to develop 
complementary industries for the supply of one another's con¬ 
sumers as well as of their 

CH’er and above all this, high tariBs have meant high prices to 
the constifflcTB^ and accjoifdiiigly limited demand. It iias often 
seemed to the manuiheturer in a backward oountry more profit - 
able to aim ar producing luxury or scjnMusury goods Ibr ^e 
small w'ealthy or relatively well^tondo section of the popularion 
that Can Etflbrd them than to endeavour to get down to prices 
which die main body of the people can pay- OccaaionaJly, a 
foreign capitahat^ finding himself shut out from a particular 
market by the twff, has been led to set up a highly cquippoi 
mass-production factory inride the tariff wall; but in some inch 
cases ail that has been act up baa been an assembling shop^ or at 
most a Sictory for carrying through the final stage of manu- 
facture on goc^ mainly processed elsewhere, 

The problem that has to he laced ia this. If new industriefl set 
up within the fronticii of backward countries are bound to bc^ at 
least at the outsetp in most cases less efficient than ihe exporting 
industries of the mom advanced countries^ and if tariff protection 
is sell^efracing because it tends to perpetuate this inefficiency and 
to keep up prices beyond what most of the potentml consumers 
can aJTotd to pay * what is to be done? It has to be home in mind 
that the problem is not mainly one of displaang imj^rts by home 
products: it is one of making many more consumers^ goods avail- 
able at prices within the reach of populations w-hich have hitherto 
gone Lamentably short. In order to achieve this prices must be 
kept as low as posdbie, and assuredly nothing must be done to 
inflate them by protective tariffr. The old free trade ans^ver w'oiJd 
have been that nothing should be done to encourage industrial 
development under such conditions, because it would be clearly 
to the advantage of the peoples of the baclcw aid coimtrits to buy 
cheap imporU^ goods mther than more expensively produced 
home supplies. Sue this answer misses the point. The import^ 
goods, how-cver cheaply they may be produced, can be paid for 
Only out of the proceeds of the exerts of the backward counlnca; 



and it may be impossible so to expand cxposli ns to make payment 
for the imports which the peoples of these countries would like 
to buy. If foreign exchanges are uncontrolled, pressure to buy 
imports beyond what can be paid for by means of exports at 
current prices vsill speedily raise the prices of the imports by 
causing a depreciation of the exchange value of the country’s 
money. If the exchanges arc fused or controlled, it will become 
necessary to limit the quantities of imports that may be brought 
in, either by imposing h^h tarifb or by direct quantitative restric¬ 
tion or rationing of foreign exchange. In none of these conditions 
wUl the poorer consumers be able to get the goods they need and 
want; for either the goods will be too dear, or only strictly limited 
supplies of them wilT be avaUablc. 

TIic only course that remains open is for the cciuntry ^vhich is 
setting out to expand its supplies of cheap coosumers' goods, while 
limiting imports witliin its national capacity lo pav for them, to 
ensure that the factories which are set up within its Jrontiers sell as 
cheaply as posable and do not use the limitation of imported 
supplies as a means of expicnting die consumers. How is thU to be 
done? It has been done in Turkey largely by establishing State 
factories, which have been carried on with a view not to 
maximum profii but to the expansion of low-priced consumers’ 
supplies. If necessary, tlic State can actually subsidise produciion 
in the new factories, while they are hnding their feet. Ifit docs not 
wi^ to run them itself, it can lease them to business men under 
stringent conditions regulating the prices at wliich the products 
may be sold. It must, of course, as pari of such a policy control 
imports; and it will have in most eases to supply the capital and 
own the factories, even if it decides not to operate them directly— 
for private capitalists, home or foreign, will probably be unwilling 
to put up the capital unless they are given full jreedom to exploit 
the public. 


The Nted fw Lsu) Intewl Rates 

The Govemmenu, howev'er, of the backward countries can 
afford to act in Uiis way only if they themselves can get the capital 
which is needed at a reawnably low rate of interest; for otherwise 
the subudy necdtxl to bring the products within the means of the 
main body of the p«ple will be too high to be faced. ITic capital 
that is nrril^ will in most cases have to be raised partly abroad; 
for much of it will have to be spent on plant and ouichincry which 
can be bought only from the advanced countrica. Part of the work, 
such as the erection of buildings, can indeed be hnaaced by means 
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of capital raised at home; aiid it is of vital importance that this 
should be done. But tlicre ts hound to remain a need for bcunswuiff 
abroad, unless (which is nu»t unlikely) the backward coimtry »n 
so expand its exports as to pay directly fw the imported rapt 
goods without involving itself in serious dtfEouUies over foreign 

eschange. . , 

In a few eases, the less developed countries arc at the prcKUt 
dme in a peculiarly favoniablc position for impoi^g lorcign- 
produced capital goods without foreign borrowing. T ii w ere, 
during the war, they have exported to the belligerents 
titles of goods for which they have not been paid, with the raull 
that they have now large credits in the advanced countnes. 
for example, has huge credits outstanding in Oi?3t 
and so have some of the Latin-American counmes, the Bnnsd 
Dominions, and a few neutrals, such as Turkey* 
have such credits in Great Britain or the Uml^ Stato cm 
obviously xiac them, pj fast ns they can be set fixe Bfom exc an^ 
TOtrictioftS^ to buy capital giiods ^bich ^cy vfOu\d not cH . 
have been able to afford. In the of Grrat Britain, 
havx for some timt: lo come considerable diflkuky m 
its int^rmatjonal current accounti by selling enough expo . . P ^ 

for necessary importi, the existenra of these crcdiu consUWt» 
very diOicult problem. If they were to be extensively ^wn upon 
in the near futiutr. nothing could avert a senous Mcha^ 
for if exports to the tunc of many hundreds 
sent out without the receipt of any imparts m 
economy would be reduced to a parlous _ 

accordingly be some regulated arrangement for , _ 

liquidation of these wartime debts; but ^ themT^rf 

ment has to be spread, the crediton wdl be able “ 

they so desire, m buying machinery and other capitai goods to 

aid their own eoonotnic develop inenh u*,,-„n 

Most of the backwarf countries of fcuropc, 
such credits upon which they cm draw— o^ ^ -’lone 

debtor is CenliMy, with a certain 
time to come . How- for Germany can pay m the end 
on the policy followed in allowing the ■ These 

industry andon the demands to^e it 
are qumtions wWch a« to be discussed m a later chapter, and 

I need ia,y no more about them now. ^ borrow 

To tbel^t to which the backward 
capital from abroad, in order to purchi« High 

vital for them to be able to Iwrrow at low 

rates, as we have seen, would make unposnble the developit^t 


of local iudustries for the tupply of cheap goods to needy con* 
aumcTi. It Kcnu clear that, if Interest rates are to be low, both 
lenders and borrowers must be Governments, or government 
agencies, ratbci than private persons or companies, and also that 
the intermediate commissions and other charges, which have so 
inflated the cost of ordinary commercial borrowing in the inter* 
national field, must be ruthlessly cut out. Govcnimcms which 
take the appropriate steps to regulate their own investment 
markets and to keep down domestic interest rates con get capital 
on cheap terms and can aflbrd, subject to thetr owij exchange 
positions, to lend capital on cheap terms to die countries svhich 
need it for rccoostriiction or dcvclopmetii. Unless the requisite 
capital b actually raised and lent in thb way, « cannot be made 
available to the countiita which need it on terms with which they 
can affoid to comply. 

Tht BrtttoR Woods Plan 

This problem, of the conditions on which capital b to be made 
available by international action for the reconstruction and 
development of the needy countries, tvas one of the mg in issues 
discus^ at Bretton Woods in July, 1944, between the experts of 
the Britbh and American Goveraments, The plan there worked 
out had two parts. One part of it dealt with problems of inter¬ 
national ihort*teni] credit and of currency stabilisation, while the 
other embodied a scheme for an international han k to facIUtaie 
long-term lending. The Bretton Woods Conference was attended 
hy representatives of forty-four Govemmenu; and all die dele¬ 
gates gave general assent to the conclusions. But they had 00 
power to bind their Governments;^ and, though some years have 
passed since it was drawn up, and the propod^ Internatiotul 
Bank has been brought formally into existence, no one can yet 
say how {ar it is likely to be carried out. In relation to the whole 
of ihb problem, the United States obviously occupies the key 
position, as the only country which can possibly he in a poaidoii 
in the near future to make large international loans, and also as 
the main potential provider of short-term finance during the 
period of reconstruction. 

It b therefore significant that the Brrtton Woods Plan as a 
whole came under strong fire from certain s«dons of American 
opinion, which piufcssed to see in it a plot both to the 

Unittti States the milch-cow ol Europe and to encourage govertH 
ment partietpatioo in business to the detriment or“lifsc American 
entwprise.” The proposaU for an International Monetary Fund, 
designed to supply needy countries with short-lcmt international 
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crcdiu during the period of transitmn to mimniLl cotidLiionJ of 
^tabiUry, no doubt, much mofc actively attitdced in the 

United States than the proposal for an Intematioiaal Bank of 
Recowlruction and Development, to supply long-term finance, 
h^any American bankers: and buancss men argued that Uicre wai 
no need For an internationally controlled hind for this purpose^ 
and that, as America would be caUed on to supply most oF the 
money;( Amicriciin financiers should be left free to make their ovm 
arrangements about the condidons of supply. ThiSt of course, 
W'Ould have meant a return to the old conditions^ under which 
needy countries had to pay dearly for such fritancial accommoda¬ 
tion as was accorded them. It svas, in eflect, a dcmal of the w^hole 
idea that the world^i financial problems need taddjng by intcr- 
naiional action designed to prevent depression from being 
induced by the desperate efforts ofnetd^^ countri^ to make their 
international payinenta baiance. As against this* the plan for an 
liitemational Fund, in the Form in vrhicb it was ori^naUy put 
forward by Lord Keynes, was meant to have a definite expan¬ 
sionary effect* Underlying it was the idea that every country 
should pursue a policy of full employment, and that the addidonal 
purcha&ing power which economic expansion wouJd require 
should be created intcrmatjonailyi in such a way that every 
country w'ould be able to exercise an increased purchasiug pow'cr 
over other countries^ goods. It was hoped that if, by this 
expedient, post-war production in all countries couM be given 
a dying start, the processes oF intemadonid trade would be set 
going and each country would be enabled to balance its Imports 
and exports at a high kvrd before the effects of the initial impuise 
had wnom off. The project emerged very much modified when it 
had run the gauntlet of American criticism and had been fiirthcr 
iMidcd at Bietton Woods* In its final form, while it retained a 
little of its original expatmonist character, it was much more 
a plan for restoring the intcmational gold standard than for 
stiniulaiing international trade. 

Nevertheless, to many who disliked it in its final form, It seemed 
unwise to reject it, provided that there ^vent with it the parallel 
plan for an International Bank with the function of organUing 
long-term loans* The Bank for Reconstruction and Development, 
in the form in which it emerged at Bretton W'oods, is to have a 
capital stock of io,00O million dollars, of which only one-fiffh is 
being called up in die early stages of its work, the rest being called 
for as It comes to be needed. Each country adhering to the arrange¬ 
ment for an International Monetary Fund is to become a sub¬ 
scribing member, either directly or through its Central Bank. 


Ten per cent, of the ca^pital called up is made psynbLe in gold 
or dollar^ and the rat in the currency of the subscribing country. 
With the capital thus raised the Bank is empoword to make loam 
or to give guarantees in respect of loans raised clfirwherCi but only 
up to a total sum equal to Us subscribed capital. The loans and 
guarantees am to be made only for specific projects of recornmic- 
tion or development; but they are to be available equally for 
restoring assets damaged or destroyed by war and for creating 
new* assets. Special regard is to 1 ;^ given in mating loans to 
countries which have suifered as a result of encttiy occupation or 
orhoAtilities carried on upon their lan^. 

Loans are to be made by the Bank either to Govemmenta or to 
any form of business^ induatriai or aCTictdlural enterprise carried 
on Ln any member coiintry; but where loans are made to any 
party other than the Government of the country in which the 
proposed work is to be executed^ them is to bc^ as n condition of 
the loan, a firm guarantee of both principal and interest by the 
Government in question^ or by Its Central Bank. There is a further 
proiiiso that loans arc to be made by the Intemadonal Bank only 
when it is “satUhed that under prevailiiig market conditions the 
borrower would be unable otherwiK to obtain the loan as reason¬ 
ably.^*^ In c^^ry casCi. projects involving loans arc to be scrutinised 
by a specially appointed committee, and the loans are to be given 
only U' the committee approves. 

In addition to making loans of its own^ the International Bank 
U authoriKd, on a much larger scale, to subscribe to Joans raised 
by other agenciesp and to borrow money, over and above its own 
funds^ for the purpose of subscribing to such loans; and it is also 
entitled to guarantee loans made by private investors, making a 
charge of from i to i | per cent, for this service* 

CtFmmenU^ on BnUon 

It is easy to see tliat the terms proposed at Breitoii Woods for 
the operation of the Intemadonal Bank were meant to dreum- 
sdibe its functions. Its direct Loans were to be subject to con- 
didons which involved that they could be made in practice ohly 
for very large operations pasdng beyond the limits of private 
finance; while the power to subscribe to or guarantee loam made 
by other agencies w^as meant to ensure tliat the Bank should be 
used to factlitaie the operations of private International financiers 
rather than to become their livaU Particularly Ln the United 
States, jealousy of any extended state Intervention in the tasks of 
reconstruction and drvelopnient b. very strong; and the plan was 
acceptable, where it was accepted at all, only because of the 
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obvious fact that private Enanders^ however eager they might be 
to secure the prafiu of riOTustruction and dciN'etopTnentj 
not be prcpaird to accept the rblts kiwlvcd in major projeetSp 
even if they were reinforced by unilalcral guaranteca &oco the 
Govemmenta of the bortovring countries. The financicTS wanted 
a security implicating their own Covemiiient; and even the 
hardest-headed biiaincM men reaLUed that it was impracticable to 
aak for full guarantees while rejecling any control at alL 
Accordingly the linked proposals made at Bretton Woods for 
an Intcmadonal Monetary Fund and an Imcrniitional ^uk 
emerged as a comproniiscT heavily weighted to meet American 
objections because it was mainly to America that the rest of the 
wwld had plainly to look for the actommodadon which W'as 
required. It is to be noted that the Americans wrote Into the bank 
plan a spcdal clause laying do^vn that '^thc Bank sliall impose no 
ccFndttioiu that the proceeds of a loan shall be Msent m the terri¬ 
tory of any particular memher or members” (that bp member 
countries). A similar condition was laid dowm in respect of private 
loam guaranteed by the International Bank^ The object of these 

! provisions is to prtrvcnt the Bank from being used to make or 
aciiitatc loans the proceeds of w hich art to be used only in pur¬ 
chasing goods from a particular country'. Tliis b aH very wcB for 
the Arnericausp who can lely under mo^ conditions on having a 
considerable surplus of exports over imports available for foreign 
lending. Countria less fortunately placed may be quite unable to 
aflbrd to make loan* which may lead to a demand, not for their 
gcxxls but for dollars to be used in buying goods from 
America. Great Britain, for example, has nt)w, Ui view of the loss 
of income from foreign inv-estnicnta, to pay for ^ports mainly out 
oT the proceeds of export trade, and will certainly have for some 
^e no surplus out of which loans can be made on conditions that 
will allow the borrowTrs to spend them where they will. Great 
Britain will be in a position to supply^ by way of capital 
goods which are an addition to normal mcportSi and will therefore 
be in a position to make loans which can be used to buy such 
gwds. But loans of this kind* owing to the American attitude* will 
have to be made without any guanuitce or partidpation by the 
proposed International Bank. This need not matter^ provided 
the British Government is prepared to assume the responribiUty 
for making the loans. Private finaucier^ are most unlikely to make 
them on reasonable terms without the Statens guarantee; and the 
State* if k is to be called on to guarantee the loans* had much 

better make them itself. ^ i . i- t 

t 4 ) Th€ Dtvihpmmi a/FMe VtUU^s. One of the fields m which 
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large intcmatiurLal Loans wLLI be ittost urgcriLly needed for some 
Ume ^ill be the develapmcnt of public utility services in the back^ 
ward conn trie*. The gigandc progress made by the Smdet Union 
m the economic field has bc^en based mainly on the intensive 
development of electric po^ver, Tlie Soviet Ti^-e Year Plans were 
pioneered by LeninV original plan of raass-electrificadoti^ which 
was laughed at when it was first put forward on the ground that it 
proposed a provision of dcctric current far in advance of possible 
requirements for a tong time to come. It was precisely occat^ 
power supply was thus planned well ahead of current induiEriaJ 
needs tlm t the Soviet Union was able before long to make the vast 
Strides which it did make in both Industrial and agricultural pro¬ 
duction, The key to successful economic pLuiniiig fur the devrion- 
oient of backward regtons all over the wwld is to be ^ught larguy 
in the growth of electric power, based on water wherever the 
necessary conditions for intensive hydro-electrical production 
exist. The achiev'ement of the Tenticacc VaUcy Authority in the 
United States, in face of many artificial handicaps imposed by 
private interests^ has shown the unmense possibilities of agri¬ 
cultural as well ai of industiiaL progrcH in hitherto backward 
areas under the impulse given by dectrificataon based on water 
and carrying with it the damming and control of rivetSi with 
beneficent effects on huge amis of agricultural land. The great 
rivers of Qcntral EuropCj no Icsa than tliose of Rusria, offer scope 
for large-scale devdopment on T.V.A. linca. What has been done 
by the Rusrians in the Dnieper and by the Americans in th^ 
Teanrasec Valley could be paraded io the Danube area and 
elsewhere if the requiute arrangemcats could be made to create 
projects which would LnevitabLy cut right across natioiml terri¬ 
torial dtvislotis. 

77w Daim&ian Problm 

This is indeed the point at ivbich the cutting up of Europe into 
a large number of separate mverdga States^ oftcJi bouiidi^ by 
rivers^ comes most decisively into confilct with the economic needs 
of the peoples. The river Danube b^ns Its long course in the 
Black Forest, flow-s through Hai'ana into Austria, then between 
Hungary and Slovakia and on down the centre of Hungary to 
Belgrade and the Iron Oates, From a point some way cast 
of Belgrade it forms for a long stretch past the Iron Gates tlic 
boundary between Y'ugqslaria and Roumania, and thcrcalter 
between Roumania and Bulgaria along mciGt of their length p until 
it curves northward to part the Dobiudja finm Roumania proper^ 
and to find its devious w*ay to the Black Sea by the southern 
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fitinticr of Bessarabia—now part of the So^dci Umon. Moreover* 
alonj^ all its length there flow into it iniportaot tributarica^ sO that 
all the ^riparian* States—^i.e. those whose territofy lies along ita 
banks — have inierestB in it by tto means limited to the immediate 
dUtdeta through which it l!ow^. Hie Danube k one of Etiropc’s 
main commercial arteries. Stretches of It were regulated before 
the war by two international oomitiisaions—one set up after the 
first World War, the otJier iimch older ^— which afforded matter for 
many lively disputes conceming the rights of navigation, river- 
tolls, and siT TLilnr qiuations; and it b aba potentially the source of 
giant penver, w'hi« could be applied to add immensely to the 
wealth and produerive resources of every country which it touches 
In its long course. 

The weak international arrangements that have hitherto 
existed for the legulation of the Danube and of other great 
European waterw-ays have been designed mainly to ensure at 
least some [k:edDm of transit for the go^s of the various countries 
interested in the navigation. The powers of the commissions have 
not extended to any matters beyond keeping the riven clear and 
n:gulating the conditions of movement of vessels and bulges and 
the right to levy tolls or impose restrictions on traffic. There has 
been no question of a concerted development of their wattr- 
power or of intematiotm] plans for pnttmg their water to use in 
improving the productivity of the entire regions served by the 
main rivers and their tributaries. Vet this b plainly needed if the 
countries of Central Europe and the Balkarts arc to be act on the 
road to an econoniio development comparable with that which b 
taking pLicc in the Soriet Union. There ought plainly to be some 
sort of Danube River Auihoriiy, with powers comparable with 
those of the T.V*A., but opcratifig on an bnm«iscly Lai^cr stale. 

How could such ao authority be constituted? It would 
obviously have to include direct representatives of the Govern* 
meats of tiic riparian States^ from Germany m the west to 
Bulgaria and Roumania and the Soviet Union in the east, ft 
would probably need to be corutiiutcd as some sort of mter- 
tiadonal corporation, with Governments as its controlling share* 
holders and power to raise bonds to cover the capital cost of the 
extensive works whidi It would have to undtrtake. It could be 
made answerable^ and In matters of high policy subject, to the 
Economic and Social Gonndl which has now tiecn consdtuted 
as one of the main instruments of the new World Authority 
brought into existence at Dumbarton Oaks and at San Francisco. 
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It h cminrntljf iht type of project whicti could be financHi wilii 
the aid of the propos^ Iniemation^Ji Bank of Recunstmetion and 
Development^ either by way of guarantee or by direct prwi^on 
of the capital required^ or by a combination of the two methodj^ 
The obstaclis to the E:aiTyii^ out of luch a projrct thia» apart 
from the Abeer magnitude of the capital cost, are on the one hand 
the jcalou&iee of the States which would have to collaborate in it 
and their insistence on the rights of national sovereignty, and on 
the other die desire of Great Powers w^hidi ore not ripariaii States 
to ahare in the control tn order to seoinc *'equal access'* for the 
commerce of all nations—^m other Avoids, to prevent the riparian 
States from agreeing uptm any preferential conditions among 
themselves. The whole queadon thus becomes involved tn the 
tussle of power politics between the Soviet Union on the one side 
and the Anicricans, backed by the British Foreign Ofhee, on the 
other;. Even if the Internationa! Danube Valley Authority were 
in form purely a economic body^ with no pqHUcal powers or func¬ 
tions, it would be bound to exert a preponderant influence over 
the course of economic, and therewith ofsociab development over 
a large pan of Central and Eastern Europe. Even if those in 
charge of it did their best to hold the balance even between the 
claims of the vanous Stales to shara in the advantages whi^ the 
Commission would be in a posidon to confer» disputes w^ould in- 
evltabty arise, and some countries w'ould inevitably allege that 
they Avcrc getting less out of it than they had a right to expect, Tha 
would occur to some extent under any conceivable political con* 
didons; and of course it would occur much more If the countTics 
concerned were bad neighbours than if they could be brought to 
live together as friends. The Commission could in practice work 
well and with reasonable smoothness only if it were embted to act 
as the executant of a broad plan of regional development, nego¬ 
tiated in advance between the countries concerned and forming 
part of a general system of economic collaboration, Wlhm the 
framework of a European system made secure agaimt war and 
dcsifpied to promote me conunon welfare^ backed by a common 
sentiment of fcUow^bip among peoples and Govemmentsand using 
ihc services of expert technicians and admimstrators, a Danube 
Valley Authority, and siniLlar authorities in other key areaS/ 
would appear the most iiaturaL thjng in the wwld. In the absence 
of such a system, or of the will to bnng such a system into being, 
the D*V.A+ may not be altogether impracticable, but its capacities 
are bound to be greatly circumscribed and the obstacles in its path 
will be formidable in the extreme. 

Yet how urgent is the need, in this n^on and in others, for 
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coaccrtcd nica5iiro to dcvdop productivity iind bo ralae itondAidB 
of living and social security aniong the peopleal We have seen 
already in outline^ how h the gulf in standarcU of life 

between the more and the lew advancra countries even on the 
European continent—to lay nothing of the stUI wider gulf that 
separates the wealthier countries horn the dense populations of 
India and China or from the tribal comniunitics of the African 
continent. The time has now come to examine these difTercnces 
in somewhat greater detail^ as a prelumnary to making more 
precise suggestions about the needs of the world in the field of 
economic development and about the poHdoo-econotnic implica* 
lions which any plan of development is bound to involve. 

1 See Pan J, Clmptcr Ih 
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CHAPTRH T 1 


STANDARDS OF DEVELOPMENT IN 
EUROPE 

Tkerr is no funoas^kH^aI- reason why those who live by 
workii^ OB the iwdp or in rtiral acenpatiems closely related to 
land worki should have lower gtandards of income than those who 
live in towns and wwk in industryj or in scrvicei such as transpert 
and distribution, which haw their centres in towm. Yet the 
dilTerentlation in standards of life between town and country is of 
very long standlngi and is often taken almmt for granted* ITiis h 
largely because it is much ea:dcr to make a fortune by trade than 
by tilling the soil, and much easier to expand the sc^e of indus^ 
trial than of agricultural production, espcdally where land h 
scarce] and It is also partly became the wealthier people gravitate 
toward the towm in search of a more varied way of life and of 
larger opportunities than they can End in the country^ and thus 
create a demand not only for luxury goods but also for all kinds of 
professional services, which provide the opportunity for a growth 
of the middle classes, Moreovcri the towns serve the country'side 
not only as centres for buying and sellii>gp but also as plac« of 
resort for entertainment and professional advice; and industries 
tend to gather together in towns not only because they thus get 
nearest to valuable markets but also because, wherever an 
Indust ry is made up of a number of successive processes or rebiled 
specialities, the complementary firms which make it up find a 
conv^cnce in being together- Indeed, many mcxlcm towns have 
grown up round the Industries located m them by a sort of 
cumulation, \%hcii a nucleus of firms In a particular line of 
budneu has settled in a place^ it suits others to settle near thciji;^ 
quite apart from any ruilural suitability of the place itself a* 3 
cxntTE for the type of ptoduciion concemod* There may, or may 
not, have been odginklly some special reason why fir^ settled 
down In this or that place; tlic mere fact of their being there is 
often enough to attract others^ even if the oiigiiiai reason, where 
it ever existed, biui long lost all its force. 

Ill the earlier stages of urban industrial dcvcloptnent, it was 
on the whole true that the urban ^votkers, or a high proportion of 
thent, were possessed of special skiLLt, Jeamt by apprenticeship 
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which could be regarded ^ eEidtlidg ihem to a superior standard 
of The typical urban vvorkman prior to tlie advent of the 
lajctory system wm ihe craTtsnum or artisan. Under the so-called 
domestic system/ wliich prevailed in the mote advanced 
countries before the advent of power production, a large part of 
the kss skilled industrial work w'as done in the country di^icis+ 
Indeed, from die end of the Middle Ages mdustiy' had been roiil- 
ing ovra' more and more from the towns to the country; for as long 
as diene was no economic need to gather the workers together in 
large niimbcrs in factories it wm mort’conveniciit to puE the less 
skilled work out to cottagers^ including women and children, in 
the countiy^ areas than to concentrate it in towTis^ At firit, the 
change to powder-production did not Involve concentration of 
industry in urban ccntrca; for the ini dal phase of the Industrial 
Revolution depended on water rather than on steam as a moiivc 
forcc^ The first steam engines were pumping-cfigini^, which could 
be used to raise w*atcr for turning wratcr-w'heeli, but could not be 
harnessed dlrtrcUy to the machines. Only when James Watt and 
hia successors had perfreted the rotatory motion did steam become 
a direct source of machine-po wer* During the inicnncdiate phase 
industry, whenever it denied to produce on a large scale, had to 
settle where water-power was available; and this prevented con¬ 
centration and indeed Jed to a di^jcrsal of factories in remote 
But as soon as stcam-poweri based on coalj could be applied 
directly to tirming the factory wheels^ the movement was reversed. 
Industry settled lifwn the coalhelds; and there was no longer any¬ 
thing to hinder the aggregation of factories in a single ce^aitc. 
Often this oecuired. in areas which had originally attracted indus- 
bHalists an account of the available watcr-^jjower* But novs' such 
ceatre* ivere able to grow without being liimterd by a shortage of 
dies along river-hanks or by the hinitations of the acccsahJc 
water-power* Towms grew rapidly; such places as Bradford in 
\ orkshire and many of the Lan cash i r e textile towns developed at 
extraordinary spe^ out of mere villages. Old town^ such as 
Manch^tcTj grew^ at a remarkable rate* The industries which 
TA'trc in process of mechanisarioti were larger taken away from 
the countryside. Spinnings Ibr example, which had been maitily 
a village occupation for tbc wives and children of the agriculiural 
workers^ became a great urban industry. Weavingp^ which had 
been carried on largely in industrial vitlages in die East and West 
of England as well as in tlic North, was mainly concentrated m 
Lajicashirc nnd the West Ridiogi ^d the handloom weavers were 
driven out by the rriachmc-opcrativcs who leomt tire new trade of 
po^cr^oom weaving. ITic nurtal tradcj also undciw'eiii a piocfiB 
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of concentration ns soon as they becatne less dependent on tvater 
as a sounre of power. The processes of me^l mnniiTacture setded 
upon the coamelda, where iron and other metals were often 
exlracicd in conjunction with coal. The fintshing trades were 
gathered together in or near urban centra—the steel tool and 
cutlery trades in Sheffield, for example, and the light metal tiadci 
in Birmingham and the Bl^k Country.^ ^ 

\fuch as we hear of the intense suflerings of the workers in the 
new towns and factories, it is certain that, for most of them, wages 
were higher than for the country vvorkers, who had largely lost the 
auxiliary earnings which they or their families had drawn from 
scattered ‘domestic’ industries, and had been unable to force up 
agricultural wages in face of the rising costs ofEving. Of coune. 
the mere fact that eamin^ were higher does not imply better 
standards of living. The principal sufferings of the workers in tb« 
factory districts were due less to low wagm, when work svas to be 
bad, than to discontinuity of employment, to ahnost incredibly 
tong hours of labour under very bad factory conditions, and to 
revolting houses and sanitary arrangcmentH, or the lack of themj 
and a nearly complete absence of any ptovision for recreation or 
amenity except the gin-shop. Wages were, indeed, very low by 
modem standards in the more advanced countries; but in this 
respect the lot of the agricultural labourers was so much worse as 
to induce a continual migratian from the countryside into the 
rowns. 

Induitricd Dtwh/rnunt, Pati tuid Faltirt 
The purpose of this brief historical di^uisition is not that of 
v.Titing a ’pocket' history of the Industrial Revolution in Great 
Britain, but rather that of enqoWng how fer the same conditions 
are likely to accompany the Industrial development of areas 
hitherto dependent almost estdimvely on peasant agriculture, 
accompanied by small-scale handicrafts carried on in the country 
as well as in the towns. There are, ofeou^, la^ differences it| 
the basic cconooiic conditions. Great Britain in the Industrial 
Revolution was first in the field with large-scale methods of 
factory production, and secured, in the industries to which the 
new methods were applied, a long lead in efficiency over other 
countries. Ckinsequentiy, the rcvolutioniicd British industries pro¬ 
duced, from the very outset, for a world market, ousting the older 
handicraft trades of other countries as well as of Great Britain, 
and were not much interested in iucreosing the purchasing power 
of their own employees, as long as they could look fijr expanding 
markets in the rest of the world. The entire emphasis was laid on 
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chei^pne^j of prCKlucticn, as a means to the conqu^t and expan* 
Sion of the world market^ and this led to an ioslstenre on low 
wages—the inore so because there was an acute shortage of capital 
for industrial dev^clopmcnt, and the capitaHsE who saw the chimcc 
of expanding his sales had largely to depend on his own profits as 
a source of capital acciirnulatlon. This caused him to regard what* 
ever he paid out in wages beyond Uic barest niinJmum as so much 
Subtracted from the capital which he could accumulate out of his 
takings—an attitude which largely accounts for the intensity of 
the scruggies between the classes of employers and employed in 
Great Britain during the first half of the mneteenth eeiitury+ 
Industrialisation in hackwurd countries is bound nowadays to 
follow a dificrent course. Under the cofwJitions whi^ have existed 
hitherto it has often Mncrol round the exploitation by fore^ 
concemsf or i.vith foreign parritif^tion, of mineral resources 
destined to be worked up into finished products^ or even into 
scmi-manufactureSj in the plants and refineries of the more 
advanced countries. The foreign investors, or those who control 
the invesomentt have in such cases very often no desire to develop 
manufactures in the backward country- They want the processing 
ofits valuable materials to be rraerved ^ ^ as possible for them- 
selvts. \VJien manufacturing industries are developed undrf 
foreign auspices^ they are often ILnuted lo assembly or to the 
working up to a final stage of materials iaigely processed in^e 
more advancxrd countries. Development of this kind Is often 
stimulated by lariffis designed to give a preference to home manu- 
facturersi For such tariffs usually protect tbe foreign capitalise who 
seta up a finiahing factory within the tariff fiondcT and oft™ allow 
him to carry on a large part of the manufacture in his own 
country^ provided only that he finlslics and assemblt^ the piquet 
in the country' which has set tip the proterctive w-all. No doubt, 
there are also cases in which capitalist groups set up manu^hutia 
in the less advanced countries in order to get the benefit ofeh^p 
labour^ but such Instances are relatively lew, except where there 
is a tariff Inducement as well, or an obviously large economy in 
Working up materials to an ad^Ttnoed stage of production where 

they are Jbund. . * i pj? % 

In most cases the advantage of low-paid labour* even if it can 
lx: obtained* wilt not enable a backward country ti» compete on 
equal terms with moie ad v'anced countries in oi manu- 

racture which dcmaiwl at aU a high degiw of skiU from 
considerable proportion of the worken employed m them, ilm 
applies everywhere; but the smaller countries ait: und<^ an 
additional handicap becauK of the limitatmua of their ht^e 


markets and the tari^ which usually obytruct the expqrt ofgqcMls 
to their itzunediate neighbours^ Tine manufactures which call for 
relatively little skill are in a good many instances thoie which 
require to be carried on upon a considerable scale and with the 
mmt cxpenrii.'e capiLiI equipment. Native capitalists in moat cases 
liick the resource far such devdopment; and foreign copltaLists 
arc seldom willing to undertake or assist it, A huge country^ such 
as Indla^ has been able to develop an extensive textile industry^ 
based on modem tnachineiy' because of the vast size ofits Internal 
market—vast despite the very low' living standards of the Indian 
P^P^^—because of Uic presence of conBiderablc accu* 
mulations of wealth m the hands of native capitalists. It by no 
means follow's that such countries as Bulgaria and YugosLavLa can 
develop coinpaiablc industries by the same metliods^nuch less 
that this can be done in the desperately backward colonial terri' 
tories of Africa. 

Of course, if there were no tarifli or import restrictions to 
obstruct the movement of goods across the frontiers of neighbour- 
ing backward States, the enlargement of markets would make it 
practicable to plan for production on a bigger scale. But, as 
against this, tlic throwing down of all restrictions would mean 
that the manufoctures of the less advanced countries would have 
to compete in cheapness with those of the advanced countriesj 
their ability to do this at the outset, even with the aid of cheap 
labow, is questionable. Moreover, the necejsrity of such com¬ 
petition would be a penverfiji influence in keeping down WTtgcSi 
whereas the successful development of manufacturing industries b 
bound to depend on a firing standard of consumption in the back¬ 
ward countries. This raises questions about the relative poritioiw 
of peasants and urban workers. It is true enough that a rise in 
peasant standards of living might create the requisite home 
market even if the mdustrial workers were very ba^y paid, aJ'd 
also that the peasants need really cheap supplies of industrial 
Bui k is no less true that peasant standards caimot be raised 
without an improvement in the home market for agricultural 
pwrfuce, especially milk, vegetables, fruit and e^ and that a 
higher urban standard of living is Indispensable for providing this 
outlet. The peasants of the backward countrica will never grow 
nch by dcMnding mainly nn crop, for export to the richer 
countna; for this invotva direct oompedtioti with the better* 
pk^cd producers of the prairie countries, %vhere land is plcntirul 
and njechanised production can be easily applied. No rci^y for 
poverty of the backward countria can be availing unless it is 
directed to impioiving simultaneously both rural and urban living 


Standards, by promoting the Intenml exchange of goocb between 
the country and the town. Or rather, no remedy can be really 
successful unless it h based on Unking together groups of nc^b- 
boltring backu^ard countries Into *open door" regions within wliich 
the exchange of agricuitural and industrial products can be 
carried on without artiheia] obstmedon. 

The Cau fofT Rigi^nai Gffn^s 

Thisi it wIU L>e scenp. implies a BTOupmg of die backward 
countries into economic regions working on die basis of common 
plansj so as to take advantage of the suJtablUtics of difTeimt areas 
for different types of production and to enable LodustriaJ develop¬ 
ment to be shared out in such a that there will be a large 
enough toarket to make it practicable to produce each commodity 
on an economic scale. Round these rcgioni as wholes there will 
have to be^ for some time at any rate* either tariff firontiers or other 
imtTumciits for regulating the volume of imports; for otherwise It 
win be impoaaiblc for the manu^turing Industries which it Is 
desired to develop to get a start in lace of the compedtiDo of the 
more advanced countries. The new manulactiirea cannot In most 
cases proibly be as efficient at the outset as those of the advanced 
oouncriesj and^ even if they werej there would be under ™italist 
condidons the risk of concerted dumping—agde at specially low 
priecs^—deliberately designed to pre^tmt the new manu&ctures of 
the backward countries taking firm root. Ifwc really want to 
see the backw^ard countrie* raise their standards of living and 
relieve the pressure of their populations upon the landt w must 
recognise that this cannot be done under a re^e of unlvemai 
fine trade. It implies some sort of protection for the nascent manu¬ 
facturing industries of the less developed countries- But this pro¬ 
tection will only dcfeai its own end, by protecting unduly high 
cwls ofproduction, unlcB the hacb^ard countries throw down 
the tariff frontiers which isolate them one firom another and 
themselves in economic regions large enough to allow spccialisa^ 
tion and to prwide their industries markets wide enough for 
a fully cfBdent scale of production, 

Dtgrets cf IndiLstrial 

VVTiat arc the conclusions w^hich can \x drawm from tlm 
argument aliiout the frilurc regional organisation of Europe in 
the economic field? 

There are very wide difference in the degme of indtistrialisa- 
tion in the cotmtriea of Europe to-day—to say nothing of 
differences between areas which form parts of the same State. In 
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ftsscsaing these diflcirnccSs it h tq go back to pre-^var 

figures and cven^ for kdt of later uUbnnaticm, to data wlikh were 
already somcvk'hat out of date in 1939. The following Table 
atunnpts to arrange the coimtriea in order of LndieUrial develop- 
mcnti by taking from the iiadonal stadstks the proportion of the 
total occupied population recorded a^ engaged on the one hand in 
industryf mining and traiuport and on the other in agriculture 
and fishing, the remainder of those occupied being grouped 
together in a single misceUaneous category. The figures have 
many defects. The various national cLasrifications arc not um- 
form; and there are in particular difficulties over the dcfnarcatloii 
between agricultural workers and domestic farm workers^ over 
the Inclusion or exclusion of wh'cs and children of fanners and 
pcasanu as "occupied perBons,’ and over the melurion of handi¬ 
craft workers with those engaged in targcr-scale industry. But for 
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getting^ a bmad view of the htuadoD iheac imccmmcics fljid 
ambiguities do noi greatly matter. 

It wilt 1 >e seen that tlit propdirtiDn of all occupied ivorkers 
engaged in the ^indmciial* group [including minea and trsjispon) 
rang^ from 53 per cent, in Grrat Britain to only 8 per ccce« in 
Bulgaria, whereas the proportion in agiiculture and Hdiing ranges 
from Q? per cent. In Turkey and Bo per cent^ in Bulgaria to a mere 
6 per oent^ in Great Britain. No less significant is the difierence in 
the miscellaneous group, which ranges fimm 4] per cent, in Great 
Britain tu 8 per cent, in Turkey and Yugodavia, The largest 
elements in tma ^up arc, on the one hand, eommeroe^ dismbu- 
tion and professionai servicea^ and on the other domestic and 
personal service; and these arc botli much more pmminenE in 
w^calthy than in poor countries. This can be seen dearly if the 
figures arc further broken up« Here, for example, is the occupa¬ 
tional distribution witfun the miKeUancous group for a few 
countries drav^n from different positions in the main Table, 


OoCUlWTItniM. OfimfiLTfDX SX CoiOtEHCE, IPUBLIC AnUISWtmAtlOTf JWI 
AJCD PMitOl^AL £aRV!lCU KPli QEMTAVf EtrSOfEAW CpUTmUEl 

(PjT of aii Oempiadpmmti} 

PtJ 4 k: 


Great BrilflJn 
SmtiErlazid ^^339). 

HotUiul (13^} 

Ftmx figgO 
DenmniK « 

Aiutria 0934 ) 

Sweden (1030] 

Italy ti 93 W ■ 

Ckechwlcnwa (1030) 

Hungary ft 930 l 
Fi^huid {1930 
RounaSlda (1930) . 

Yugoslavia [1931) . 

Bulgsru (1934) 

In thu Table^ the column wbkh groups together Public 
Adminislration, the Professions, and Uic Arm^ Forces is of li ttle 
significanrce for our present purpose. %Vliat plainly appears is that 
in the wncaltlucr countries the relative numbers occupied in both 
Commcicc and Personal Services increase very sharpLy. There are 
no figures showing die numbers in FersonaJ Services in Roumaina 
or Yugoslavia^ where they' cannot easily be separated fiwm (arm 
workers; but the numbeis engaged in such services except on 
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farms are updoubtcdiy smalL Per^iial Service of course includci 
workers in hotelsi restauraniSp and other iiutitutions ai weLL as 
private domestic sen-'antsH 

Returning to the main Table and the accompanying Diagram, 
we may note that the oountrics have been assigned to four groups^ 
according lo their degree of industrialLgaLtion, The most higidy 
industriaTiscd countries arc Great Britain^ Belgium^ Switzerland 
and Holland; but the last three have all more than three times as 
high a proportion of agricultural workers as Great Britain, which 
in this respect stands quite alone* Sweden and Germany are kw 
industrialised than the hrsc four^ and have substantially larger 
proportions of their occupied populadons on the land. Sweden is 
notabJe for the small proportion engaged in service occupations— 
a clear sign of the less unequal diatributiun of incomes^ 

To the second group are assigned six coimirics. In five of them 
there Is a rough ba^nce between mduatry and agriculture^ 
whereas Italy has a considerably higher proportion of agricultural 
workers and a much smaller proportion than the others in service 
occupations. There is^ of course^ a sharp contrast here between 
the reJatively industriaLised north of Italy and the almost purely 
agricultural souths w^hem vezy^ primitive conditions stiU exist. 
Austria presents a contrast between highly Industrialisi^ Vienna 
—the former capital of the Empire of Austria-Hungary—and a 
mainly agricultural *rcsi.* Norway liai large timber-working 
industries on the one hand and a Large fishing and merchant fieet 
on the other. Denmark is marked out by the high standard of i^ 
agriculture, which is in effect 'industrialised," so that its agri¬ 
cultural population enjoys a lelativeLy high standard of Ufc. 
France and Czechoslovakia are (or were) neatly balanced, with 
a wide diversity of both industrM and agricultural production. 

In the third group are five countries, ail mainly agricultural^ 
but distinctly more Industrialised thaji the fourth group. TTiey are 
very diverse. Eire stands apart because of its high proportion 
engaged in service occupadons or unclassified—and here the 
statistics may be at &ulc,. but the old connection with Great 
Britain has penbably something to do ^vilh the high proportion 
of 9*6 per Cent, in Personal Service. Hungary and Poland both 
have patches of developed industry set in tjic midst of large agri^ 
cultum areas. Poland inherited part of the Silesian coalfidd after 
firat World War; Hungryindustry ia largely concentmted 
in the old imperial second capital, Buda-Pcsth. Greece has been 
driven to seaiaririg and trading by the poverty of much of its soLl- 
Fiiiiand resembles the other Scandma’vaan countries, but is much 
less industrialised* 


Finally^ we come to four countnea in which approxunateTy 
four-fiflhj of the total occupied poptilatioii is engaged in agri¬ 
culture. Yugoslavia has a slightly highcT proportion in industry 
than the others^ becauK of nUning drt^clopmcnt. Roumanians oil 
wdl* do not employ tniiny workers. Turkey has developed indus* 
tries ill recent years as pari ofits national plan; but they have not 
advanced far enough to have much effect on the occupntumal 
structure, Bulgaria^ somewhat ahead of the others in agricultural 
techniques, b least industrially developed of all J 

Tht Efon&mic Map qJ Eur^ 

The highly industriAlised areas of Europe, excluding the So™t 
Umon, consist of Great Britain, Southern Sweden, and a great 



Eeaors SHcwma Ejertwr ot IxtmrmLUjaATiotfr^ sv CocTmuxt, 
{Ptf-war 


KlGHtY tMOlOTiriOStO 
SCMI-INDUSntlCU&EO 
US«LY ACIUaiLTUA4L 
ACaCOLTuML 


blocdt of territory in Western and Central Eumpc comprising 
Belgium and Luxemburg^ Holland^ Gcnnany and Swit^rknd. 

t It th-rndd, of counc^ be bane in mind tlwt nil cbe* figures itiiic to ibc 
cernEcidn of the States conremed. 
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Adjacent to this central block lie the induslrialt^ areas of 
Aiuttia, Czechoslovakia and Poland, which the Nazis ancmpted 
to incorporate in Germany, the industrial areas of Northern 
Italy, some of the most industrialised parts of France, mcluding 
the Lille-CalaU region and Lorraine, and also Denmark, which 
belongs to the semi-industrialised group. Great Britain lies just 
bewnd the narrow seas. On the Map on page 6S3, the ara 
coloured Wack exaggerates the size of the [ndustnalised 2one. Cut 
off from it most ofscotland, most of Sweden, and East Prtjasia, 
and you get a raiser picture of the space into which is con¬ 
centrated a very high proportion of the developed mdustnal 
production of Europe. 

To tlic south of this industrialised area be the largely agn- 
cultural rqpons of France and Italy—France and Northern Italy 
iclatively advanced, Southern Italy and Sicily very backward m 
then- agricultural techniques. Spam, except its fertile valleys ou 
the sea coast, resembles Southern Italy in backwardness, and u 
even worse ridden by a landlordism that does nothing to improve 
the land oc even lo maintain its fertility. To the east of the indus¬ 
trialised area lie the plains of Poland and Hungary, parted by the 
r!r.r p;>ihian region which WM part of Czechoslovakia, but ^ 
now been tranaferred to the Soviet Union. Poland {excluding 
areas recently annexed) and Hungary are both predaminanlly 
agricultural, hut not without important industries, ^vhereas 
Srthcr south lies the great peasant region which embraces 
Roumania, Yugoslavia, Albania, Biulgaria, Turkey and Northsn 
Greece. Finally, in the far north, the Scandinavian countries, 
including Finland, form a group differing in degrw of industrial 
development but diversified and naturally fitted in many respimts 
to act together, not on a basis of self-sufficiency, but by cultivating 
close common relations in their commerce both one with another 
and collectively with the outside world. ^ 

It will be obvious firom a casuiti glance at the ^fap that Indus¬ 
trialised Germany occupies a key position in relation to the trade 
of the mainly agricultural cotmlries of Eastern and South-eastern 
Europe. In 193S Germany sent roughly a qii^cr of its total 
exports to, and received roughly a quarter of its tot^ imports 
from, the mainly agricultural countries of continental E^pc. 
The Nazis had, of course, sedulously pushed this trade in the 
endeavour to build up a coinplcmcmary system between the 
industrial area which they aimed at including iu Greater 
Germany and the regions which were to serve them as sources of 
agricultural, and in some case* mineral, suppbes. But the Nazis 
did not invent, though they intensified, the pobey of exchanga 
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bcrwccn Germatiy as a source of induatrial i^rDdiicts and Soutli- 
caatcm and Easicrn Europe as a sdutcc of a^cultural supplies. 
Great Britain, by contrasty had only a quite scaall trade v^ith most 
of the countries Jying to Che soudi and cost of Germany. Greece 
was an exception] but for^thc most part British ttadc connections 
were elsewhere—with the Dominions and India, the United 
States and Argentina, andt m Europe^ with Scandinavia, France* 
and Germany itself. British industry supplied little to the agri- 
cuiiural lone of pa^ly because most British products 

were loo dear (and cd too high quality) for the very poor con¬ 
sumers of this arcaj but also partly b^use British importers 
bought little from the arcap so that there would have been great 
difficulties in the way of finandng extensive purchases from 
British industry'. The Germans, on the otlier hand, had set out, 
long before the advent of the I^aiis, both to produce goods 
marketable m the peasant countries and to mpply credits for 
financing their puraiasc; and the ingenioui, and often semi- 
fraudulent, exchange controls and barter arrangements associated 
w ith the tiame of Dr. fichacht were only methods of extending 
and adapting to Nazi aims an earlier trend of Goman industry, 

Ums 0 / D^^Iopmini for the Boekward Areoj 
If now' these peasant countries an? to set out to supply more of 
their own needs for manu&cturcd goods they must^ in order to 
stand a chance of producing efficiently, w ork together. Their best 
chance lies, as w-e have seen^ in developing me production of 
goods whitdi require considerable amounts of labour-^for they 
have man-power in plenty'—but only small praportions of highly 
^Icd workers in the total labour force. Textile goods, processed 
foodstufls, small metal goods, furniture and other woodw^ork, 
pottery and other household requisites, are obvious examples. 
Boots and shoes offer rather more difficulty^, as needing cither 
moie skilled labour or more costly machine equipment:; but the 
difficulty could be overcome by careful selection of types. 
Bicycles—a much needed commodity in the agricultural areas— 
can also be mass-produced with only a small pmportiDn of skilled 
workers;; and there is obviously a wide field for the standardised 
production of agricultuml implcmcnus. If, however, each country 
sen out to produce for itself over the whole of this iiride range» 
cosn are bound to he high; whereas, if they can agree to pool 
their resources and to share out the field among themsd™, there 
is no reason w'hy they should not be in a position to produce at 
reasonable prices the iimpki utBity ariicica for which a large 
market can be most easBy brought into being* 
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It thouU) be emphasisedi again, that thJa is not mainly a matt^ 
of displacing imports. It is a matter of raking standarck qf living 
so that total consumption of industrial products is rapidly 
increased^ N'aturalJy, in the process^ some importi will be db- 
placcd—particularly importA fnmiEn^ly derived from Germany^ 
where the industrial structure has undergone such immense 
damage. But even if^ as a consequence of industrial development^ 
these oQunmea import from the rest of the world (excluding 
their trade among dicmselves) fewer of some prqducUj their total 
imporu ^v\\] assuredly not fall off, but will Only change thdr 
character. Industrial development implies for them a large im¬ 
portation of capital gctods; and the improvement of thdr am- 
cultural techniques a^ of \hdr transport systems will also involve 
large demands for imports. The aim of industrialisation k not to 
promote auiarkiti even on a re^onal basis, but to add to total 
supplies, which have hitherto been woefully short. 

Slandards of Cmtmmptiim in Euri>pe 

How poor in supplies most of these countries are I have 
attempted to show earlier m terms of the diflerenecs in riationaJ 
income per heiid of population between them and the move 
advanced countries. ^ There k no direct w'ay of measuring their 
poverty in terms of consumption ofindustTM prtwiucts, or cvcfl of 
measuring at aU the consum ption of peasants who depend Largely 
on eating the prodm^ of their own holdings. But we can gel some 
idea of the low consumption standards which have prevailed 
hitherto by ddng the results of enquiries made by the Intcr- 
natlomd Labour Office into the consumpiion of food by urban 
workers in various parts of the wtirld. These enquiries are bas^d 
for the moat part on fairly small samples; but there k no reason 
to doubt their substantial correctness. They relate to annual con¬ 
sumption of the main foodstufTs by representative working-^class 
howeholds in the countries concemedi erpressed in icrms of 
consumption per adult male—women and chudren being counted 
as fractiom of a ^standard male/ 1 have re-expressed the results, 
for the sa^ of simplidty^ as percentara for each coutury of the 
consumption of ea^ group of commodities of tlie consumption of 
the European country which stands at the head of the list. The 
Table on pp. 667^ ihoi^vs the results Ibr each of twelve groups 
of Commodities and for as many European countries as I can find 
data to cover, A few non-European countries are added for 
purposes of comparison. 
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^ SiK pp. 


^ Tills Table biingi out some iuteresimg fecta. In milk consump¬ 
tion, the leading countries id opder arc rifLla,ndp Switzerland^ 
Swedenj (Argentine)^ Norway^ and Holland. Great Britain Unear 
the bottom of llie ikt, vAth. only Poland and Bulgaria (and Chile} 
belcnv it. Denmark U su^riaingly hw. In butter and oils and fats, 
taken togetlier as a ringle group, the Iradtng countries are 
Beiunark, Norway, Belgium, Holland and Sweden—all well 
ahead of all the non-European countries included in the list. 
Great Britain here makes a better showings but h only art-enth 
an>aiig the European countries, though just ahead of the United 
States, In meat consumption findudlng fiah) the leading Euro¬ 
pean countries are Nonvay, Sweden i Deumarfc, Belgium and 
Austria, with Great Britain again a long w-ay dovra, only Just 
ahead of Germany. In sugar consumption, on the other hand. 
Great Britain heads the European list, followed by Sweden, 
Denmark, Switzerland and Finland, In fruit and vegetables, 
other dmn potatoes, a different grouping occurs. T^e live leaders 
in Uiis case are Switzerland, Holland, Austria, Hungary and 
Czechoslovakia, with Great Britain, despite heavy imports of 
tropical fruits, again near tlie bottom. In eggs Great Britain leads, 
followed by Sweden, Denmark, Belgium and Austria. 
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Let us now iti%^erse the process^ ^nd start fknu tko bottom end* 
The countries with the lowest milk consumptiDa^ starting with the 
lowest of arc Fnlaiul^ Finland^ Bulgaria^ Germany and 
Hunga^, in butter and oik and fats the Inwcst arc Poland, 
Bulgaria, S^ritscrland* Hungary and Czechoslovakia, with Ger* 
many coming nart* In meat and fish, the List begtru with 
Hungary^ followed by Switacrland^ Bulgaria, Holland and 
C^hoslovakia, Germany again enming next in die ascending 
order* In sugar, the worst showing is made by Bulgaria, followed 
by Germany, Poland, Hungary and Belgium. In fruit and 
t^Ies, the lowtat confuimptinn is shown by Finland, Denmark, 
Bulgaria, Great Britain and Norw'ayj and ta eggs by Poland, 
Fimanch Bulgaria, Cermariy and Hungary* 

Turn next to the columns which ahovf the consumption of 
cereals a^ potatoes—the starchy foods whkh supply energy, but 
little besides. Here the highest consumption per head is shown by 
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Belgium, followed nearly by Poland, at some dbtance by Holland^ 
and at a greater distance by Bulgaria and Germany. Tbe lowest 
consumption of cereals is shown by Switxerland, and next at this 
end of the list come, in order^ Austria, Denmark, Sweden and 
Norway^ followed by Great Britatiu The Bulgarians^ who have 
the ^hest toiiAiimption of corals, eat hardly any pouitocs: the 
Belgians and the Poles arc large eonsiimers of both, 

A Rough Measure Food Stnudards 

There is obviously no easy sciendhc way of evaluating these 
varying diets in terms of a common standard of nutritional merit: 
nor, if there were, am I at all equipped for snth a task. But some- 
dmes an uiiscientific method will serve nearly as well, if the object 
h to convey only a very generalised conclusion. There are many 
ways of making up a satishictory diet; and what is best depeods on 
clhnatic and local productive conditions as well as on personal or 
national tastes. The Germans, for example, supplement their 
otherwise deHdcnt supply of bts by eating lat meat. The 
Norwegians eat very little butter, but a great deal of margarine 
made of whale oil: the Finns are great consumers of mi^ and 
butter, but eat hardly any fruit or v^egetables, except potatoes. 
The Austrians take very Ulttc butter or maigaiine, but a great 
deal of oil—and so on* 

The unsdentilic, but I believe tnfomiative, way here chosen of 
evaluating the various natiotial diets in temu of a common 
standard is that of taking, tirst, four alternative staiulards of vary^ 
ing degrees of inclutiveoess, and then of averaging them aU, so as 
tq airive at a broadly correct condution. The reader who does not 
like this rough and ready method is at liberty either to take 
instead one of the four standards which 1 have used in arriving at 
my conclusions, or to cnlcuJate an alternative standard on any 
ba^ he pleases. I hav'c no doubt that Standard E, In the Table 
on the page 690, does giv^ a roughly correct picture of pre-war 
urban food sL^ndards in the countries of Europe, not from a strict 
dietician's point of vim, but Induding the factor of enjoyment as 
well as that of niicritioniil adequacy. 

The avrailable informatidn leaves us in no doubt that Sweden 
was the bort-fod country in Europe, or that the Scandinaviim 
countries, oi a group, had an exceedingly high standard. Bel¬ 
gium, on almost any reckoning, eotnes out suipritingly high, in 
relation to the level of wages and of national income per head. 
Germany, on the other h^d, stood very low, ahead only of the 
three countries which appear in the Table as representatives of 
^tem and South-eastern Europe. Thm arc no usable figures 
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for Roumaciia or Yugodavia; but it can bf taken an certain that 
their position was doAt to that of Poland and Bulgaria^ at the 
bottom of the list. Franet: and Italy are other countries for which 
no Btadstics are available. 

Productwifyf [ndsLStnalisaSi&^ and Cartsumplion 

We may now try to see how these e^dmates of food cofisumption 
compare with the estimates of Golin Clark, quoted earlier m this 
work, of the national productivity per head of occupied popula* 
tion in the various countries, and ^so with the degree ofindus^ 
trialisation, measured by the proportions of occupied workers 
engaged in industry, mining and transporc, "fhe comparison is set 
out in the Table on p. 

This comparison brings out certain points very cjearlyi On any 
showing, Bulgaria, Yugoslavia and Roumania were at the bottom 
of the list, with Poland very near ihcm and acruaily l^low 
Bulgaria in terms of urban consumption of food. Hungary was but 
little ahead. At the other end, Gmat Britain, Belgium, Holland, 
Denmark, Ssvitzerland and Sweden stand clearly marked out as 
the most proscKtous countries. A large agricultural industry Is 
fully compatible with high standards of living if it ts conducted on 
scientific lines, as in Denmark and Sweden, provided that there 
is no pressure Of excess population on the Land. It appears 
probable that CoLin Clarkes estimates underrate the prodiictrvity 
of Belgium and Italy, and also perhaps of Finland and Norway, 
on account of under^uation of high-grade agricultural pmduccfi^ 
The position of Germany, which reflects conditions hclbre the 
Nazi policy of full employment in pteparadoi] for war had taken 
effect. Is probably put too low in terms of food consomptiQii, and 
pcirhaps of productivity as welL But in general the dose relation 
between industrial development and high productivity per head 
comes out clearly, and also the coincidence between tnese things 
and Urge employment in service occupadoiu. 
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CHAPTER HI 


THE OBSTACLES TO WORLD 

collaboration 


In the pR-tCEDiNO cHAPTERSp I hiLVK \xxn xo 

envisage the problcira of %^™ld development and of raising 
standards of living for the peoples of the world purely as ^a^Ajtiri 5 
problems—in lerms, that is to sayp of the rcsoturecs avaibbk for 
their solution and of the best technicaJ methods of improring the 
use of these resources, quite apart fiom syatems of govemmEnt or 
the balance of political forces. That is, of course, how the engineer 
naturally looks at the problemp when he Is stud>'ing it as an 
engitiecTp or the economist, when he is studying it as an economiat- 
The prohiem, looked at in either of these ways, is simply one of 
increasing the mateml well-being of hundreds of millions of mcn^ 
w^omcn and children who, in sphe of all the vast advj^es made 
by appUed sdcnce during tlic past tivo Ccnturica, are still Hvi^ in 
desperate poverty. It i^ from the scientific standpoint of either 
engineering or economics^ a problem of immense waste of poten¬ 
tial productive capacity, resulting in standards of life atiurdly 
out of reJadon to a level of scieudhc and economic knowledge 
that ought to he at the command of every people. Most of this 
knowledge is public property* in the sense that there is nothing to 
prevent anyone capable of understanding it from making it hii 
owUi There arc no doubt parts of it, among the most recent of 
men^S scientific aeqmsiltonsp that are sdil the pqasessjon of par¬ 
ticular discovererSp or of companies protected by patent rights or 
armed with trade secrets, or of Ckiv«ninents—as in the out¬ 
standing case of the secrecy over the methods of applying atomic 
energy r But these monopolised sectors of the Field of human 
knowledge as applied* or as appUcahle^ to the arts of production 
cover only a small part of the whole* and in no way help to 
e:xplain the immense differences in producdvity betw^cen different 
peoples. Without one single discovery or technique that is made 
unavailable by secrecy or by monopoly the peoples of the 

more backward countries could be liviiig at an immensely higher 
standard than they actually arc if they had but the means of 
applying a knowledge which is in theory as fully open to them as 
to the AmcricMS or to our^lvca, 
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l\it backward peoples, ho%4tvcr„ arc not practkally in a 
pOMtton (o apply, of c\'cn to acquire, this knowledge, unless 
positive steps are taken both to bring the knowledge within their 
rach and to help them in appl^dng it. They arc too poor to have 
the meaM of making themselves richer, however open, in theory, 
the road to ™n(mic achievement may be. The peasant cannot 
cultivate die knd ^ttcr, not only because he cannot afford to 
leara impmcd methods, but also because, even if he could afford 
to do M, he could not afford to acquire the tools without the aid 
of which his knowledge could not be applied. The industrial 
cannot afford to introduce more up-t&>datc methods 
of production, save here and ihoe, not only because he does not 
now ow, ut also because he would have to compete with even 
ad\^ccd mc^ods, based on a larger market and a higher 
^pe^isatJto than he can hope to command at first, and aided by 
a more skilled and factory^onditioned labour fome than he can 
h^ to cnl«t. Even if he can succeed in raising productive 
efficiency substanti^y above the level prtvipuily «iiring in hb 
own coumiy^ he w^ find himself in competition with s^l more 
effiaent producer m the more advanced countries, and wUi be 
Si rhi. ^ f^ protection against imports. 

eSodfto ihf of rainiig the pric« of mdiutrial 

backward countries, and has 
thiu restricted instead of expanding the total market The back- 

^ and the 

S™ . Mn«queiice ^ been that next to nothing has been 
doite tow^ generalising over the whole world the advances 
made ,n the art* of production, despite the theoretical acoesri- 
bihty of most scientific and tcchmcal knowledge to am-one who 
tQ^y choose to Urt alciF of it, 

obstacles to the realisation of the 
economists’ bluc-printi for raising standards of 
, roiwltout ihe^ wcvld to a level corresponding to the 
IhT^? JT- of into^jlOTa/ Kientifie and technical comitence— 
ffic w-crd 'international* hem meaning not limited to any par- 

K .IT™ 11° S'*" ■*“ ** !=>**”<■ “ «»»“»> ■n- 

^,1 fti,,, i' oourse, over and above these economic obstacles 
otoer obstacles, pnmarUy political, of which we have hitherto 
awownt. The engineer or the econosmist, considering his 

^ technical or Konoioic 

^udpomt, it can be« be done: he doe* not ask, or at all™ nX 
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Is Dot professiottally equipped t* lay dawn, bow the buntan 
to the extent that they arc neither technical nor strictly 
ccononiic^ are to be overcome. For esampLe, the cCDnoniist can 
say thatf for the rahing of liie-staiidardm in Eastern Europe, or in 
India or Cliiiia^ it h dearly necessary to relieve the prcssiure of 
peasant popuLation on the land by developing large-scale forms of 
non-agricultiLral cjuploymcnt^ arid that for this purpose a large 
investment of capita! will be required^ He can go on to point out 
that this capital will need to be applied in a balLiccd way, partly 
to the improvoitcnt of the conditions of agriculture itself—by 
land drainage, irrigation, and the provision of better tools and 
implements and of power usable on farros—partly to the develop* 
meni of transport and of marketing and storage facilities, and 
partly to the growth of industries and servica directly for the 
satisfaction of consumers" needs and desires. The engineer, given 
such an economist's pn:?gramjne to work upon, will be able to say 
that draina^, irrigation, the development oreicctrical power, the 
building of roads and railways^ and the iraprovement of river 
navigations can best take such and such formSp that factories can 
best be located in such and such places and equipped in such and 
such ways in order to suit the local condidens of production in 
relation to the ooEmimns" wants, and that, at any given level of 
pric€:9, the proposed works and imtailations should cost roughly 
so much, and shouid call for the import and for the home produo 
tion of such and such proportiam of the total cost. What neither 
the economist nor the engineer can say is how the capital or the 
human driving force required for carrying these projects into 
effective execution is to be supplied. Neither can ansiiYer tJiese 
qucstions^i in his professtoml capacity, because they both involve 
human and political oonddeiationi in rclatiDn to which neither 
professes to be expert. 

Tie Oppositicn Iff Df^iopTnmi 

Yet these human and political condderalions arc evidently at 
the root of the whole maticr. Tliey arc, moreover, highly complex. 
We, who belong to communitia which have b^n through the 
Industrial Revolution, arc apt to uke it for granted that, if a par¬ 
ticular method of production protniscs to ai^eve a la^c inercase 
in the output of materia! gocxls and a large decrease in the effort 
involved in making each unit produced, the application of that 
method is clearly desirable and ought, especially in foce of the 
manifest shortage of the means of good livi^, to be pressed on 
with all the energy that can be mustered behi^ it. This is a bask 
assumpdoii on which our way of Hvingi in Great Britain and still 
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more in the United StateSp plainly resU. It has obo come to be the 
a^uinptjon on which the way ofliving rests in the Soviet Union 
flod in Japan. But it is not an asstiniption on which either the 
ruhng classes or the coauDon people base d^eir actions over the 
Renter part of die populateti earth. For many rtrling elates 
in tlie cconatoicallv backward countries* the development of 
advanced industrial mclhods would mean both a fundaMcntal 
change in their ways of living and a vast loss of social and political 
power. Many individual members of these classes might no doubt 
be enriched, as many landowners were in Great Britain and else- 
wh«e in the nineteenth century by the discovery of coal under 
their lands or the building of towns and factories upon them. But 
others molt: numerotis—would probably not be thus enriched; 
Md tfaere is the dangi^, no lon^ to be %htly disregarded* that 
the development of industrialisation would let loose political 
forces that would cotiiixcnte the riches and make them common 
properly, instead of allowing the present r uling elates to enjoy 
them. The objecrive existence of the Soviet Union, as a formerly 
bacJtwani county in which this has actuaUy occurred, is ^ 
povverhti factor in setting the ruling classes of many countries 
against any process of development which, even if it resulted in 
a great increase of prcductive power, might at the same time stir 
op UT^auble forces of social rev'oU. 

^ Only among the ruling classes that the baric assumption 
of V estem cconoBaic progress hills to hnd acceptancCi The 
comuioii people ofKngland did not like the InduscriaL Revolution 
whik 11 Mtually happenins. They hated it, and they had 
good cause to hate it, because of what it actually inflicted on them, 
not only economicaUy, but also sotiiUy. Ilie new induitrialism 
dtatroyed the tsa^uonal life of the village; it abolished the village 
crafts and manufactures, and drove countless small cultit*ators 
and squatters off the land or from their homci; it reduced for a 
a kige proportion of the agricultural labouren to a eod- 
dition of deeding K-rfdom under die SpeenhamJand sj’stem of 
po^ relief; it nung hundreds of thousands of uprooted peasants 
imdcr a factory disdpJmc w hich revoUed them, mto coiufitiotis of 
hard work for long honrs in overheated milli or stifling mines, 
mto formless, dismal, mcraowded, densely congtaced* iU-buiJi 
cott^ea and tenOTents, making up towns which were without the 
raallesi saving deincni of citydom or spirit of community: and, 

1 tt treated themj not at human beings, but merelv as 
hands lo be applied to the new machines, or to be flung aride 
ruthlc^y whenrt cr no profit was to be expected from disuse of 
their Labour. The Industrial Revolution no doubt, in ihi end, 
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raised the material standards of of the main body of the 

people in each country to which ita methods were applied; but 
^ms there any country in which the Industrial Rei'olutlon was 
brought about with the good wll of the common people, or with* 
out their bitter, human opposition to it? 

Yes; perhaps there was such a country'—the United States, 
though there the change was bitterly opposed in the slave-owning, 
agricultural South. In the North, there was no hostility such as 
created in Great Entain the great revolts of Luddites, Trade 
Unionists and Chartists in the fim half of the nineteenth century, 
for the good and simple reason that In America laid W'as plentiful 
and lal^our scarce, so that indusoial development could come 
about,j largely with the aid of immigrant labour and without any 
distuiiiancc of old, crowded peasant populations^ The men and 
warned who uianned the tarfy American factories went to them 
by choice, not under compyJsiQn; and usually, if they wished to 
escape from them to the land, they could r^cape. l^e peoples of 
the Old World, when the great change came upon them^ could 
not escape. The land needed not more but fewer of them: the 
towns engulfed Hiem perforce^ 

It would be a miracle if the common peoples of the peasant 
countries, however pmr they may be, wanted industrial develop¬ 
ment under the condidnns on ^>i'hich it has been ofTcied to thcin 
hitherto. For mdustrialism ha.s hitherto can&onted these peoples 
mainly in the shape of a destroyer of their txaditional way of life 
and of the sense of security—poor and insecure though it be by 
our standards—which living in a traditionally orgartLsed cqm-p 
munity docs beyond doubt afford. Of coune, I am not denying 
that men and women arc found to seek employment In the TTitfl# 
of Bombay or in the mines of Rhodesia or in the oil-wells of 
Persia—or of coune m similar entciprises in Che countries of 
Eastern Europe. In face of the presurv of population on the land, 
this is only to be expected; but it is to be observed that the peasant 
who leaves the Land for industrial work is usually most reluctant 
to cut altogether his connection with his village and with his 
^mily and its Land, to vN'hJch he often looks fonvMtl to going back 
after some years of scrviiudc in the town or mining cncampmcnL 
What I am saying U not that labour cannot be found for industrial 
enterprises in the backward countries (though in some it has ooi 
been found without set^cre direct or indirect compulsion, e.g. the 
poll tax). Wliat 1 am saying it that nowhere docs the pressure 
towards industrial development come (rom the common people, 
among most of whom it is regarded as a threat to the only way of 
H^-ing they are in a poaitjon to understand, and as the imposition 
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of an alien mk of Iik, leading (o a ruthless breaking up not only 
of their economic habits and securities, but also of the entire 
patteru of values on which thetr cominunittes rtsi. 

Thcit! LSj then, no welcome for industirialisAtion as such, henv- 
ever mueh jt may be the necessary condition of a rise in the 
standard of living for the peoples of the economically back%vard 
coirntriESi either Irom the ruling claves in tliesc countries or ftom 
the peoples ihcmschia. Mcrabeti of the ruling classes will no 
doubt often be ready to back particular project* of economic 
development from which they hope to derive personal profit; and 
memben of the peasant cUasca will go to wort in Industnal enter¬ 
prises where the pressure ofpopuiaiioti on the land drivTs them to 
do W| or VL'here they can hopje, after a period of factory or milling 
labour^ to return to their villages vnm some store of money or 
goods which they can use to advance their status or standard of 
life. But the ruling classes will not support projects of devdopment 
w‘hJch are designed to enricli the common people at the price of 
undetmitiLng the traditional social structures nor will the peasants 
as a dais readily be got to see In industrial dcvetopmcnt a means 
of improving I heir own collective position. It cannot be add that 
either of these classes is wrong in t^ng up an attitude of hostility* 
It b true that general economic development would be bound to 
destroy the powers and pretensions of the old niLLng dass; and it is 
also true that industrialisation^ as it has been practised hidicrtu, 
has done Uttlc or nothing to better the economic condition of the 
main body of the peasantry, and has, espccirilly m ihe more 
primitive societies, actually worsened ^eir soda] condition by 
breaking up the old solidarity of family and tribal groups. 

Financing Economic Dnteliipmcnt 

Let ua now try to imagine our engineer and our economist, 
armed with their blue-prints for the development of same back¬ 
ward puttu^ forward their combined case in an entirely 

non-political spirit. Let us imagine them saying something like 
this: "*Wc hold that the best way of raising productive efficiency 
and national income in ihii area will be, first, to improve the 
navigation of the great river which passes through the heart ofit^ 
and of the main tributary rivers, and to combine with this river* 
work the dammirig up of the waters at certain points for br??c 
hydro-electric power stations and the execution of condderobk 
projects orinigation and land^rainage; secondly, to build certaia 
railway lines and new or improved roods in connection with 
them; and thirdly, to establi^ near the new power stations 
factories partly for the procesairkg of local raw materials and 
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partly for the m^ufactur^ of low-pdccd coimimeri* goods suit¬ 
able to the rtqultwcms of the loc^ population^*’ 

Let us imagine our engineer and our economist reporting on 
this plan of acdon to a committee set up by the United Nations 
OiganJsation to consider the problem—a committee including^ of 
course, representath-m of the five leading Powert. How are the 
representatives on such a body of, say, the United States, the 
Soviet Union, Great ^ritainj France and China likdy to respond 
to the plan drawn up by tJie technical and economic experts? 
The first question to be asked is obvious^ *'Whcre is the money to 
come from?”—for it is evident that the backward country cannot 
hope to carry out any such plan entirely out of i ts own resources. 
Even if much of the actual work can be done by the labour of its 
own nationals and many of the necessary materials can be found 
at homcp most of the plant and machinery needed both for doing 
the work and for operating the new power stadonsp mines and 
factories will have to be imported^ and there will be no immediate 
possibility of an expa^on of exports on a scale that wlJ make it 
possible for these addltiDnal Imports to be paid for out of current 
revenue. Moreover^ while the demand for native labour employed 
in executing the works required will contribute substantially 
tow^ards relieving tlic pressure of population on the land^ the 
labourers employed oti these works iiviU wish to spend a part of 
their wages on imported products^ and will thus further increase 
the demand for imports in advance of the expected improvcnient 
Id national productive capacity, Thus^ a considerable amount of 
capital will have to be bomow'ed from abroad—unless^ of course^ 
anyone is prepared to offer it as a free gifr^ 

Th* Terms of Capital Itmstmetti 

On what terms* and by whonij is this capital to be supplied? 
The American delegate^ at any rate^ will be ready with his 
ansfwcr. It is to be supplied* as far as pcxsribte* by private, profit- 
sctddng investors, and on terms wiiich will hring such Invcstoix 
into the fidd. Admitted; it cannot be wholly supplied in this way. 
That is why the United States has taken the jnxttative in bringing 
into existence under the Bretton Woods Plan an Intcmatjonal 
Bank for Reconstruction and Development^ with limited power to 
make advances of capital froin sums subscrilml by the member- 
Govemments, subject in each case to the guarantee of principal 
and interest by the Government of the Sta te in whose territory the 
investment is to be made. Tills limited powiCTp, it Is explicitly laid 
dowttp IS intended for projects tun big nr for other reasons unlikely 
to attract the prii^tc investor or financial agency. It is to be 
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exercised in such a way ai not to compete with private invest^ 
menl, but to stimulate it bfy umJert^Jdn^f basic projects w^Jiich will 
increase its attractions. Even so, it is tt-cognised that private 
investors may be shy^ and may deem too great the risks of 
ment in the backwairi countries; and therefore the Tntcmatbnal 
Bank has been empowered^ besides making loam, to join w^th the 
Go^'cmmrnts of the countries needing capital in guarantedng 
loans made by private investotSr who will thus be able^ in the 
event of ^nre or default, to come in the last resort to the Inter¬ 
national Bank itself for their money, which the Bank in its turn 
will have to get from the 'States which are its subscribing 
members- 

In all this it is plain tliat the Americans, at atiy rate, con¬ 
template private capitalist investors or financial agencies as the 
principal suppliers of the capital needed for the development of 
the backw^m countries. They have in mind a state of afians in 
which prh^te capitalist agencies would be lending partly to 
Governments, or to govemmeiu-sponscred agencies, in the back- 
w-ard countries, and partly to private borrowers acting with the 
guarantee of tliese Gowruments behind them. Furthermore, it 
has been made abundantly dear since the statutes of the Inter¬ 
national Bank were drafted that the Americans regard its 
activideft as a means of opening the way for the granting by the 
backward countries of concessions to American^ or sometimes to 
micmadonal, partly-Arncricjm, profiE-seeklng companlci as the 
chief means of provudiiig capital far the economic expansion of 
the world's backward areas. 

What will the Soviet representative on the U.N.O, committee 
we are imagining have to say to this conception? Or, whatever he 
says, what attitude will the Soviet Government be likely to tnkc 
towards it? It will be regarded, unless 1 am much mbtuen, ^ ^ 
project of imperialist capitalism for continuing and increasing its 
dominiition of the ^colonial' countries—^colonld' meanings in this 
context^ any country which is compelled by its necessities to look 
to cauitalbt t:otmtn«&^ for the means of economic development. 
The Soviet representative wall be likely to point out—or, if he 
does not, the Moscow press and wireless will—that here is yet 
another sinbter dcrign of capitalist impcrialim for the exploita¬ 
tion of the backwWd people and that, under the system pro- 
po^, there wUl be no assurance at all of devdoptnent projects 
being chosen on the ground of their efficacy in ratsing the living 
stan^tds of these peoples. On the contrails the double need to 
cajole the private investor and to placate die great business 
agencies of the advanced countrica wiU eniure the selection of 
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projects of the acorr^ not of the benefits they will bnn^ Co the 
backwonj peoples, but of the profits they proniise to tlit foreign 
investon. Nor is this all; for the Soviet representative—or the 
Moscow press and radio for him— wtU argue in addition that the 
prosision of capital on these terms iviU involve a league betiiveen 
the capitalist investing a^ncdcs and the reactionary ruling classes 
of the borrowing countries^ and that this league w'ill ensure that 
development shi^ take such forms as will disturb as U tile as possible^ 
and mnforcc wherevor pramcablej the hold of these ruJing classes 
over their subject peoples. 

Accordingly, the Sowet representative, however Ihvourable he 
may lx in onnctple to the experts" projects, ^sill lavour them Itt 
practice only when the loans in question can be made to Govern¬ 
ments of which he approves, and under conditions which will so 
Umit concessions to private capitalist agencies as to prevent them 
from establishing or conduuing any sort of imperialist domina¬ 
tion, But these are precdscly the condltioni under which the 
Anierican investors will refuse to supply capital, even if it is 
guaranteed^ and under which the Amencan State Department 
will refuse to agree to loans or guarantees being given. Witness the 
entire struggle that Is at present proceeding over a great part of 
Eastern Europe, where the real issue is not how far the Govern¬ 
ments of Roumania, Bulgaria and PoLind conform to American 
conceptions of democracy, but whether GovemmentJ of the kind 
they represent are at all likely to be williiig to receive American 
capital on the tenm on which American Inicrtsts, including the 
State Department, are willing for it to be supplied. 

What sA&idd Ar the British Attitude 

What, on these issues, is likely to be the attitude of the Govern¬ 
ment of Great Britain, which is in the liands of a Socialistj or at 
least a sociaLbtk, party? So far, to all app€:amnces, the British 
Labour GovemTnent has lined up, cm this issue, with the United 
States against the Russians. That is, at least in part, why Mr. 
Molotov has habitually bracketed togcdicr British and American 
imperialism. There are, however, large complicating factors* The 
British Government's support for American attitudes towards the 
Soviet-inspired Governments of Eastern Europe rests, in the main^ 
not on any enthuaiaHn for the American attitude towards capi* 
talist trade and invTstment, but much more on the fear of an 
extension of Soviet inBuezice in the areas of the Eastern Medi-^ 
terranean and the Middle East, The British Government is 
thinking in texms of the Suez Canal, of the po^blc appearance 
of Soviet sra-powcT as a factor tn the Eastern Mediterranean, 
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and of the disturbance of the precarioui balance erf fonrea iti the 
Near and Middle East if the owiet Covenunent can successfully 
stir up the pc^lcs of these largely Arab countries into a revolt 
against iinpcrialist cvploitatjoti. From the standpoint of mere 
power-politics, or still more, Jjntun that of having as few troubles as 
possible along the lines of Bri tish unpcrial conunmiications, weah 
Arab kingdoms, despotically ruled, or largely unruled, look a 
great deal less fomudable than imtionalist mavemenu intpelled 
by Communist ideas and responding readily to Soviet InBuences. 
Accordingly, the easier way for Great Britain is that of upholding 
as far as poinble the po^-er of the existing miarulers of the Arab 
and other Near and Middle Eastern States; and of course, this 
poU^ meets with tlie ^artn approval of the British financiers who 
arc iiiterTstod in these areas. It is, moreover, a policy which is 
evidently pmcdcablc only if Great Britain can command for it 
the support and. in the final resort, the actual help of tlie United 
States; and in order to secure this it is necessary to let the 
United States have its way about the lands ofCkweminent that it 
is pre^tared to approve, and the terms on which it is willing to 
participate in the economic development of the backward 
countries both of Eastern Europe and of the Near and Middle 
East. 

Ofeounc, the situation would be quite diBerent iTGroat Britain 
still had both tlie resources to uphold unaided her far-flung 
pontiona and the means of supplying capital out of her own pro- 
d action for the development of the baeWard countries. But the 
plain fact is that Great Britain has neither of these thln^ being 
short both of man-power and of the means of paying with exports 
for the impMts currendy needed to maintain the British people’s 
standards of life. Otherwise, it is to be assumed that the Britbli 
Labour Government would be doing all it could to foster 
economic devdopment botli in the British oolomes and in all 
backward areas ivith which there exist close economic or political 
connectioD^and to foster such dcvelopmeut on terms as favour¬ 
able as possible to the needs of the backwand peoples, not stopping 
short, where need arose, of helping these peoples their 

autocradc and reactionary rulers and ruling Hawn. 

^ As matters stand, no such policy is being pursued. Device dicir 
difference of fundamental attitude on economic questions, the 
British and American Govenunents arc standing side by side, 
actuated by a common fear of the Sovici Union, though the fear 
rests largely upon different foundations. The American Govern¬ 
ment dislikes the Soviet Union's economics, which it rightly 
regards as a threat to the iiold of capi talism on the economic life 
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of iht backivurd countricSp ajtd ibcrcwth lo American ceonoouc 
penetralioii. The British Govcrnmciii, oq the other hand, fears 
the Soviet Union'll political iu UkeJy to stir up in these countries 
forces which wilJ upset imperial conimunicationj, and perhaps 
promote revolt in Bridali colonial territories and impose unIncur¬ 
able strains on scanty British rcaourccs. These fears lead to a 
preference for dealing^ with the known and measurably weak 
forces of autocracy in the Arab and Middle Eastern w orld* rather 
than having to face tlie unknown forces that might be engendered 
by popular revolt, and also to a preference for wi^ independent 
Stares in South-eastern Euxupc, as against States gideJigeschaiUl 
lo the institutions and policies of the ^viet Union. 

Ifwestmni in B^koKird Ctmnirus 

Thus* when the experts" apparently objective plans for the 
economic advaneonent of the b^kwurd countries come up before 
a tribunal reprinting tlw great Powers vvithout whose partU 
cipation these plans cannot be carried out* their objectivity 
speedily gets lost; and the pUm are pigeon-holed pending agree¬ 
ment among the Powers upon a practicable method of giving 
effect to them. 'Fhc plans cannot b^ome feallties without the aid 
of foreign capital; but there is no agreement about the condiliom 
on which du^ capital is to be supplied. 

OF course^ that is not tJic whole story. One very pertinent 
further feci is that, of all the countries conccmedi only one, the 
Uuilcd States, is in a position to supply, on credit, the capital 
goods which are required. Great Biitain might supply many of 
the actual goods, hut cannot afford to do so on credit, b^use the 
sums paid for them are needed to cover a deficit in the British 
trade balance. France and China arc in no state to supply either 
the goods or the credit; they both need credit ibrmikdvcs tor 
rc-cquipineJit of shattered industries and, at any rate in China^s 
ease, for devefopmem as weiL The Soviet Union also dearly has 
uses at home, in rebuilding its devastated industrial areas and in 
developing its whole capital structure, for all the output of its 
constructional industries: it has no surplus whidi it can afford to 
lend abiood. The Americans arc thus the only possible suppLicri 
of the credit and of a large proportion of the actual capital goods 
which the economically backward countrica require; but the 
Americans show no rign of being prepared to act as suppbers of 
credit (boAvever leody they may be co supply goods for cosh) 
except on tlicir own terms, which arc highly inacceptable to the 
Sorict Union and lo ah "leff-wing* dements in the needy 
countries. 
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Id thcK drcmnitaiiccBt the wj]Jingi>aa of ihc AincricDm ta Lend 
depends in \ht first place on the character of the GovcrnxcLciiUi 
and of the social and economic lyfftciDS in the borroAviDg 
counlrics. Bui it depends also on the degree of capitalist con^ 
fidcncc in the maintenance of these Geyv^runents and s^'stems. 
It is ihcitdbre aflected not only by the present sitiuition in the 
needy countries^ but also by the present Lment of risk diat they 
may fall in the future tinder Soviet influence* to the extent of stih- 
verting their eixiAiiitg GovemmenLs and social systezm and there¬ 
with, perhaps, repudiating their foreign debts. If, then^ the Soviet 
Govemment shows strong hostility to American plans of capi¬ 
talist daminatioii^ and a clear intention of making Itself as 
utipleasani ai it can by stirring up trouble among the baclnvard 
peoples, that is of itself a strong diseour^cment to the American 
investors, as well as to the American State Department, and is 
calculated greatty to reduce the flow of American capital into the 
countries which are in need of help. 

Thi AUitudt of ihi S&mi Union 

The Soviet attitude* as lar as 1 understand it, h that, in the 
main* sochd revolution, or at least something approaching it, 
must precede largc-icaie economic development, Mcause oniy 
social revolution can ensure that the dc\'dopment shall b* 
applied* not for the exploitation of the backward peoples, but for 
their economic and social advancement. The Soviei Government 
is not insuting, and very hkcly docs not want to inaist* on the 
backward countries actu^y "^ing Communist"^—a consumma¬ 
tion for which it probably regards most of them as unripe. Bui it 
does w^am diem to pass under the conlroi of Governments “left'' 
enough to li£|uidate the power of thdr old ruling da^es^ cspeciaLly 
by breaking up big landed estates, and lo mstkute* in the hands 
of new ruling groups* extensive State control over the structure of 
their economic life and their extemai trading relations. 

llms, despite the immense technica] possibilities of making the 
entire human race quite enormously better-off, in a malcriaJ 
«ii5e, than it has ever been before* the politico-economic imfmssi 
IS complete. If the haekw^axd countries throw in their lot with the 
Soviet Unidn, they will get in the short run very little foreign 
capital, and the pace of their economic evolution Ls bound to be 
slow until the Soviet Union* having dealt with its own colossal 
problems, is ready to help them. On the other hand, if they throvi^ 
in their lot with the Americans* they will get capital, but it will 
be us^ more to scfvx American business interests and needs than 
to raise the standards of living among the impoverished peopkf. 


aid wiJJ probably cany wills it. In la tht baf|»ain, Aittcrican 
political support of reactionary Govenwnenta which will have 
become the guarantors of the iiiteniational loans granted maJiily 
out of Araoican resources* 

T}u Pmpicis of Capital Stipflj 

In all this, where is Great Britain likely to come in? In Eastern 
Europe, vrry little, in any direct way. It is out of the quesdon for 
Great Britain to advance capital on any dignijiaiiit scale to Elie 
East European countries^ for any capital investments Great 
Britain can nmke viiH have prior calls upon them for a bng lime 
to come* It b most unlikely that Great Britain, imahle to make 
capitiil loam, will be able to find any considerable markets for 
Britbh goods in this with whidi there has iwrvcr been an 
ejctensive commercial intercourse. Great Britain k not likely to 
take to buying more imports Gntu the countries of Eastern 
Europe—for most imports can be bought more conveniently el^- 
w here—ajid iu default of such purchases the countries of Eastern 
Europe will not be in a position to buy either Britbh machinery 
dr British oousumers" goods. If Germany remains out of the 
market—a quesiion to which we come in a subsequent 
chapter—the United States will be the ouly available quick 
supplier. But it will be imposnble for dtese countries to acquire 
AmeriGin goods except on credit; and* if cirdit b lefm^ on 
politico-economic grouuds, that source ^vUi be dosed. There will 
remain only the hope of getting goods from the Soviet Onion, at 
first in exdhan^ for currem exports, but later also ou loan, when 
the Soviet Union has succeeded In rebuilding adequately its pro¬ 
ductive power* In the meantime, the peoples of Eastern Europe 
win remain in primary poverty, suJfrring from a growing pressure 
of populadon on the land, and without the means either of 
improving their agricultural standards or of Launching forth on 
any major project^ of economic devdopment. 

Mme may say that this, condusion is unduly pessimistic. There 
are twoi grotm<b on which this can be said* In the first place, it 
may be argued ibat the imperative need of the American 
economy to find overseas markets wHl drivti the Americans to 
make capital loans even to countries whose economic and social 
systems they dblike^ and that liic Soviet Union and its raidlites 
have only to stand firm to be sure of gelling American capital on 
their owTi terms as soon as there is any sign of an impending 
American slump. There is some substance in thb viov; and it 
may even prow to be mainly correct. But it involves ttiore count- 
iz^ of unhatched chickens than I feel entitled to indulge in; and 
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it Diay be render^ untcitabk if political tensioa conllriues at a 
high point. Nor sJiouid it be overlooked tliat the Amcricaii need 
to invest in order to open up foielgn market^ may find sufficient 
cxpzT 3 sion in other parts of the worlds paxticnwly China and 
Latin America, and may on that accouiit fail to result in any 
mcxlification of the Americati attitude towards Eastern Europe. 

llic othtt possible ground for greater optimism it that the 
Soviet Unionj despite the hninensity of its internal problems of 
rcconstructicpn, may on poLilical grounds be prepared to give sub* 
stantlal help to its neighboux^ in Eastern Europe as long as they 
are ruled by Governments of which it more or Jess thoroughly 
approves. In particuLar, it may be able to help them in planning 
and launching public works, designed maialy for agiicultnml 
improvement, and needing a high proportion of labour to capital 

f [ood 5 for their execution^ and it may be able to supply them to a 
United extent ^vith improved farm implements and machines. 
I do not deny that this may happen; 1 only doubt whether it can 
happen on a big enough scale tp make any considerable oontxihu* 
tion to raising East European standards of life, in face of rapidly 
rising populations. I mean dial 1 doubt this, until the Soviet 
Union has had time to reconstruct its own industry and agri- 
cuhuti: and to lesiimc at a still hotter pace the enormous advances 
which it was making up to the Nazi invasion of its lands. 

Prospects in the Middle East 

This is a bleak outlook for the countries of Eaaiern Eumpe. 
Is the prospect better for those of the Near and Middle East, 
which are etjuaily in need of capital for development, though thiry 
arc not oppressed in the same way by rural over-population? In 
these States, tlie present position is for the aaosc part cntimly 
different. They have not, like the countries of Eastern Europei 
undergone so<^ revolutions resulting in a shift m the baab of 
economicopolitieal power; nor do they Ml, at present, with the 
disput^ exception of Northern Iran, wtthin the sphere of 
influence of tlie Soviet Union. They are still ruled in a number 
of cases autocratically by despots of a familiar oriental type^ as in 
Saudi Arabia, Iraq, and Tran^ordania among tlie Arab States- 
In nearly aU of them real power rests with a class of reactionary 
feudal criieli and landowners* They have Iltdc Industry, except 
oil -weUs in the hands of foreign companicsi and they depend 
mainly on the export of raw' piquets and fo^tulli, such as oU^ 
cotton fmm Egypt, and dates from Iraq. The war has brought 
them a icmpomry prosperity, because of the outpouring of foreign 
money in payment for supplies, and because they have been 
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almcKt entirely ahrltercd from Vtforld competjdon during iu 
progress. Turkey standii somewhat api^rt from the other countries 
in this area^ because it has undergone a social revolution of a sort, 
and has developed both extracth^e and textile Industdes under 
public aiiifdces on a substondal scale. But Turkey, like the rat of 
these ODuntnes, is predonunantly agricultural, and standard 
of living for the mass of the people, there os elsetvhere, is very 
For these countries^ as for the mi of the Viorld, the United 
States is the onl^ possible source in the immediate fumre of large 
suppLics of capit^ gooeb on credit for the execution of big 
development planSp The American oil companies, as v^cH as the 
witli which they have been at rivalry (though they 
appeared, at the close of 19416, to have come to icrms), are already 
strongly cm trenchedj and are disposed to put up lively resistance to 
any bovict penetratioii. (That, of course, is w’hnt the U.N.O. 
quarrel over Iran has really been all about) By historical tradition, 
these countries^ lying along the route to India, the Far East, and 
Oceania, fall within the British ,mhcie ofinBuence, though France 
has been established since the first World War in S>Tia and the 
Lebanon, whose independence she has been brought to nreognise 
only under strong Bndsh pressure, inspired by the British desire 
to keep on good terras^ despite differences over Jewish immigra¬ 
tion into Palestine, witli the Arab Staia^ Tlte recognition of 
Trampardania as an independent kir^dom, the agreement to 
evacuate Egypt, the equivocations of British jKjticy in respect of 
the Sudan, and die hesitations over policy in Palestine arc all 
part of the British notion of keeping up friendly relatjons with 
the States of the Near and Middle Eok, however badly they may 
be ruled, as the only way of maintauung the British portion in 
the Eastern Mediterranean and bqr'ond without mcurring inilU 
lary obii^tiom plainly too heavy to be borne. The States of tlie 
Near and Middle East are ncgljgibJe as military powers; for they 
have no industries on ivhJch such power can be based. This mokes 
them in the last raort easier to control ■ but ihcir poverty and the 
fact that capital development, w'bcre it has occurred, has come to 
them mainly under the auspices ot foreign concession-hunters in 
search of oil—a peculiarly ruthle» body of men—^makes them 
excellent fields for Sovtei anri-impcrialist propaganda. If Great 
Britain were in a position tOi make targe capital Loans and were 
prepared to insist on these loans bang used to further economic 
plackS designed in the intcrau of the common people of these 
countries, their development could be rapid and could be gri-en 
shapes which W'ould remove any stigma of imperialist exploita¬ 
tion. But Great Britain lacks the resources for such a poUcy and, 
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without raourwi to help the comtnoii pcoplt, can maintain 
influence in the area only by acting m the ally of the reactionary 
classes at present in power—more » bpcanse these dassca also 
enjoy the favour of the Americaa coucsesmon-huniers- 

lo this part of tlte worldt the only way in which largMCale 
projects of economk development could be put qulddy in hand 
would be by American eeonctinic penetration^ backed up by 
Britiah poUucai irkflucncc. But American penetration will 
involve capitalist Hcploitation of the mwt uniiavoury kind, unito 
the lendersUp of the American oil companies;^ and the British 
Govemruent, if it were to give its backing to aioch a policy, would 
expose itself more than ever to the charge of being in dose com- 
bln^n w-ith American capitalism to pursue a concerted policy of 
imperialism at the estperwe of the common people. A Britisli 
Sodalbt Government must at any cost stm dear of ^uch 
entanglements^ but^ if it does, what alternative cuursc is it to 
pursue? It cannot itself take the place of the United States as a 
suppber of the capital required: at present it can only continue 
with a merely fiegative policy of supporting reaction in these 
oomitriei, because reaction bolds the power and because the al¬ 
ternative of throwing its wtight on the side of the progressive 
forces would stir up at once troubles with which it would be 
impotent to deal. 

'Fhe uprising of the common peoples of the Near and Sfiiddle 
East can come, under these coi^dons, only under Soviet 
iirfiucnce^ for the Soviet Union w^ill suffer no dbadvantage, and 
might gain^ finom throwing the entire Middle East into a turmoU^ 
and would in any case have the pleasure of queering the pitch lor 
American capit^ra and of causing the Bnltsh Gorveminciit a 
great deal of trouble and inconvenience. It does not ibliow from 
this that the Soviet Union will do its utmost to siimulaie the forc^ 
of levolti for it may W'ell prefer to me the threat of intensifying its 
propaganda as a means of -exacting concc^ions elsewhere. The 
power, however, to act in this vniy is bound to remain with the 
Mviet Union, which may at any time decide to exercise it unless 
gome real basia for world acconunodation between it and the 
Western countries can be found. 

Ec^nomi^ D€ixt&pmtnt as Aj^if^d fy * Great fwtwr' Reiatians 

This is the qucstioni overshadowing all others, to which wc 
must cortUnually come back. It Ciccs the world not mmly in the 
field of international mvestment, which is the subject of this 
chapter, but everywhere, m the supreme issue on whkh the peace 
and prosperity of the world In the coming time depends If tliere ii 
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no tneaiu of ojccomniQdatiort, or if, though mc-wis there hc^ 
afcommodntion h not atxcptcd, there be nothing for k but to 
postpone over a large part of the world hopes of action to deal in 
any comprchcnsi%T way with the dire problems of primary- 
poverty, matnutrition,. and ignorance, and to reconcile ouracK’cs 
to juch small and precarioiia atepg as can be taken under the per¬ 
petual shadow of another Worln War of a horror Inr beyond that 
from which we have but, now emerged. 

Let UA try to see w^hat can happen, or is lively to hap^n, in the 
field of international investment if thk gulf h not bridged. We 
must look forw'ard, In that case, to a sharp division of the 
economically backward countrici into separate spheres of 
mHuente. Economic advance in Eastern Europe will have to 
await the readiness of the Soviet Union, when it has got far 
enough with its own intemaL plam, to take in hand the develop¬ 
ment of its neighbours on hnes analogous to those which it 
follcm^ed in its otvn industriaIisat]on--witn the difference that the 
greater population pressure will necessarily aJlcr the shape of 
planning, and will cauic much more attention to be given to agri¬ 
cultural development and to the prod uction of consumers’ goods, 
nod much less to heavy indmtries, than i4-as given in the early 
Five Year Flam of Uic Soviet IJmon. In the long run, the 
countries of Eastern Europe would no doubt be pulled up by this 
method to a somewhat higher standard of Uving than they have 
hitherto enjoyed; but the process wouJd be pohiJid and long- 
drawn^ut, and it could not c%"cn begin on any noticeable scale 
for some time to come. 

Pn>specis in the fnf Easi nnrf in India 

While this course WTis being foUowtid in Eskstem Europe, 
American capital w^ould be pouring into China and probably into 
India and Indonesia os wclip in an attempt to build up this part of 
the w orld into a great preserve for CsipitalLai^ profit-seeking invest¬ 
ment. The procM would in all probability include the redevelop* 
nient of J apanese capitalist enterprise under American auspices 
and control, and would craiainly involve a determined attempt to 
exclude all Soviet influence and to liquidate any form of Chinese 
or other Far Eastern Comroiinbm that did not definitely break all 
links with Moscow* United Static capital would also probably 
continue to flow Into Latin America; and there would be further 
attempts to establish American economic Innuencc in Australia. 
Export ^capital to these regions would be kepi up, as fer as the 
American Government could keep it up, to a li^cl high enough to 
a^'cit cctitiomic crisis in the United States; and in relation to ev^ery 
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country it Avould be conducted on a tMaii of pri\^te Cdplialbt 
proftt-^seckin^t and not* save incidentallyf Avith a view ta the 
advantiige of the peoples of the borrowing countriesp To suggMt 
thU lj not to flay anything more than h freely said by the 
Arnericans themselves. Their predominant creed «sUll that of the 
economic man, who in pursuing his own advantage is presumed to 
be somehow m^-sieriously achieving the highest sum of ucllare. 
Amcritans do not start biisiness» Ln <\\c United States for the 
good of their employees or of the whole American people. They 
do what they think w'iJl pay them best; and they cannot be 
expected to act in their dealings with other peoples on any code 
Superior to that which they practice in dealing with tliefr own. 

In Oiina and Japan there will probably be^ for floinc time to 
come^ no obstacles formidable enough to impede this policy^ The 
Far Eastp or a targe part ofit, will become an American economic 
*colony^^ dominated by the almighty dollar and by the American 
spirit of remorseless gr^b. 'There willj of coursCj be opposing forces^ 
which will naturally look to the Soviet Union for mipiraiion—for 
where else can dicy look? But the Soviet Unloa wrllJ not be Ln a 
position to give these forces more titan very limited help* It will 
have its hands full elsewhere—on the assumption we are now 
making—in helping its neighbours in Eastern Europe and in 
making things awkward for its rivals in the Near and Middle East. 

India and Indonesiai with Burma, Siam and Malaya and the 
French areas of Jndo-CMna, raise more diJhcult Uflues. India, now 
on the verge of independence^ nccdi foreign capital for develop¬ 
ment as sorely as any country in the world. But in India there will 
evidently be a big intenial struggle between the forced of native 
capitalism and the Socialist and peasant elemenli in the leader¬ 
ship of the national movement^ including Moslems as well as 
Hindus. As an outcome of the second World War India^ hitherto 
a debtor countryj has become a considerable creditor of Great 
Britain, with large sterling balances blocked in London and 
obviously payable only in Britlsb goods over a long period. These 
sterling balances are destined to supply a part of Indians need for 
capital goods which cannot be paid for by current exports} butj 
especially as they can be paid o^^only at a limited ratc^ India will 
need capital from other sources^ unless development plans are to 
be very seriously held up. For tliis additional Cjipital the Indians 
seem certain lo turn to the United States as the only possible 
supplicrj but under what conditioiis the Americana wll be pre^ 
pared to lend and the new’ Indmti Government to receive loans 
it is not possible at this stage to say. 

The Indonesian problem is somewhat diflcreni^ The Dutch 
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India *"ind Makyn have alncAdy reedvcd large foreign invat- 
ntents, MaJaya chiefly &otD Great Britain, and the Dutch IndJo— 
especially Java—from British and American as ^^tll as from Dutch 
sources. Holland's power to export capital has been destroyed for 
the time being by the ravages of war and by the wiping out qf a 
latge pnrt of the Gemmn martcl for Dutcli goods; and Arnerican 
capital seems likely tg play a mhstantial part in future dcvclop- 
menL There is^ hmvev'er^ m Jai'a the ludqitesiaii uational move- 
ttieut to be r«ikoned with as a nei%' factor, compelling large 
changes in the pre-war system of colonial exploitation; but here 
again it is too mn to predict w hat the course of events wiO be^ 
even Lf* as seems lifccly, the Dutch Govcmnient reaches an 
accommodation w^ith the moderate Nationalists and is able, on 
that basis, to hold the more aggressive Nation^bt and tribal 
elements m check. In Malaya too the friturc U uncemJn, Tlie pro¬ 
posed Malayan Union, involving a surrender of authority by the 
local rulers and the centralisation of economic penver in the hands 
of a federal Government tinder British authority, met from the 
outset with much suonger opposition than the Britidi ootonlal 
experts anddpated; and it is stil] too soon to say whether the 
modified proposal for Malayan Federadon, put forward in 1946, 
goes far enough to allay the fears of renewed colonia] domination. 
In any case, the problem of organising a country in which the 
native Malays arc considerably outnumbered by other demenu 
in the populadon attracted by rapid economic development 
and where the key economic positioiis are largely in the hands 
qf Chinese setders, has still to solved. 

Burma and Siam and Indo-China all present similar tinccr* 
taintics. The Burmese people will certainly not rest <xmtcnt with 
any leas mcoiiure of independence than 11 accorded to India; and 
Siam, as an independent couniry, despite its war record of col¬ 
laboration with Japan, will be more inclined than before to assert 
its freedom to shape its own desdny now that nationaUsm U 
becoming a more active force among its neighbours. In Tmlo- 
China the French were eompelled early m 1946 to give recog-' 
nition to the Annamese Govcmnient set up in Viel-Nam,—a 
recognition which they seem ever since to have been doing their 
best to escape from. The main cause of dilute in this area is that 
the Ann*"uncsc claim Cochin China as an essential part of their 
Republic, wberctU the French are deicrmined to moke it, as 
well ns Cambodia and Laos, into a separate unit in an Indo- 
Chinese Fedeniiiori under French control, CambcMlia and Laos 
are definitely not Annamese: Cochin China, the granary of the 
areni has an Annamese native population largely modified by 
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rmni oiitsidt French, with iheir habiturJ con¬ 
viction that noihing better citn hnppen lo any people than to 
become imbued with Frcndi culture under French Icadenhipi 
are now atten^pting to weld these varioui territories together in a 
xi-idcr union embracing all the French cobnia] empire; but it a 
still uncertain whedicr tliis attempt will succeed^ and there is at 
least the possibility that tJicre may emerge some sort of im 
dependence movement ocnenng the entire areap and Peking to 
link together Buona^ Siom^ Malaya, Indonesia and Indo-Ouna 
in a loose federation unattached to any European power. 
Obviouslyi the Dutch and die Fiench^ as well the British^ will 
resial any such movement; For the lerritorim nifected arc sonrets 
of some of the world^a most important raw materials—rubber, 
tin and oil—and large masses of foreign capital have been aiuilE 
in their development* if dicsc countries succeed in retaining 
authority, dicy will wUh, as far as they can, to retain the 
control of economic development In thdr oxvn hands. But the 
pressure of American interests vAHl in all probability be too strong 
to be resisted; and in that event the tendency for investment to 
take forms dictated rather by the needs of capitalist agencies than 
by the requirements of the native peoples w^ be contintied and 
intensified. Natkinalbt feeling will be stiengthcnedt and will be 
forced into more radical shape; and Communism may weU come 
to be a powerful force in this part of the wwld as well its in the 
Middle East. 

TTit Oiftfeolr f&r A/rka 

Finally, among the ^at regions which are in urgent need of 
capital for the war against primary poverty, we come to the 
AMcan continent. Here^ all along the north coast, are terrifori^ 
in Avhich Arab culture predominates, and the Arab League b 
beginning to become an ideological force. Both Spain and France 
ha^e; to feco a resurgence of Arab nationalism in North-west 
Africaj the future of the Italian colonies from Libya to Somahlaod 
has siUl to be Retclcd:i and emnnot be setded without taking into 
account the reacdons on opitiion in the States as w'cU as 
among the popuLadons directly afTcctcd* 

For the rest, the African continent—negro Africa—presents an 
enormous unsolved problem to the occupying powers, and atiove 
all to Great Britain. The poddon of die Africans over a large part 
of die continent is not merely not improving: it is getting 
Continuous use of lands which -were formerly Icfl to revert to 
jungle aid to rreovex their fertility after a period of cultivation is 
destroying great tracts of prodyctive Land; forests ore being 
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denuded, and vast arc ridden by dfsctiBcs which deitruy 

^Imnb as weil as men. Immense sums rwred to be sunk In Afiica 
in warring^ ag'aLnsi pests and discaseSp in rcclaimiog and impmving 
the iaiid, m bringi^ at least the nidiments ol an education that 
will enable the native lo stand up to his c3:ianged environment] in 
developing ropdj as wcU as railways, in improving the conditions 
of marketing^ and in a hundred other ways^ It is, however, 
dear diat, in the cocmnereial sense, most of this invcatinenL 
cannot poMibly pay ihc investors. It is needed to improve the 
quahty of life* and lo rescue the nativ'e populations from yet 
deeper poverty than they are auffering now; but no profit-seeking 
capitalism will ever undertake it Indeed, such capital devdop- 
ment as has occurred in tropical Africa has been for the most pan 
a means* not of enabling the nativ'e populations to benefit by the 
wealth that has been created^ but of draining it away out of the 
cotiUnent, not only in dividends to investors but also in salariei 
and pensions to European writers and supervisors who remain in 
Africa only for a period of years before returning home with theif 
takings and* even while they are there, regularly remit a con¬ 
siderable part of their earnings home. This t^>e of devdopment 
will no doubt continne undl ic Is forcihly chewed; for it is profit¬ 
able to the investors xsho set ic on (bot. But nothing will be done 
along these lines towards tackling the real problems of the AMcan 
peoples; and there are narro^v limits to what can be done with 
such sums as either Great Britain or any other European country 
is prepared or able m contribute on a non-profit seeking basis 
through Colonial Devdopment Funds. 

If the w-orld were sanely and decently oi^nised, the immense 
social problem of Afiica would be taken in hand as a world 
problem, and hdp would be given as it has been given through 
U.N.R.R.A. for the sheer task of human salvage. No such 
approach* however* is even Imaginable as long as the territories 
of "darkest Africa" continue to be legardcd as the property of 
particular great powers, w'hethcr these particular great powers be 
by currenE standards doing w'cll or ill in thdr administradon of 
them. No one is going to propose gfum£ nwncy to relieve Great 
Britain or France or Bcjgiiun or Portuglu of the rcsponsjbUity for 
^ckling the problems of their colonial territaries, however evident 
it may be that these countries art quite incapable of tackling tlicm 
in any compraheaSTVe way. ConsEOuentiy^ desperate pov'erty viiil 
continue* and in ail probability will get wuisc as population rises 
and more land ts destroyed* until aim unless the great nations of 
the world cease quarrellifig and, under wiser and more decent 
government* get down at last to the basic moral truth that men 
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arr olJ brOLhcrs^ and that the preventidn of mbery^ wherever it is 
fomidf is tile inescapable common rEsponsibiiiiy of all mankind* 

h ihm c Basis for Camnwn 

Tlierc w-iU be more to say in later chapters about the problems 
of (he regions which have been lummarily liiscussed in the pr^ 
ceding pages, V\ihai we have now to considcT:^ in ^ncral terms, is 
whether tiierc is or Is not any practicable basis on wliich the 
squabbling Govemmctits of the world can sufbdently resolve 
their differences to be abk to act tc^cther in pursuance of an 
agreed poHcy of international provision of capital to meet die 
urgent needs of the more backward areas. We have tried to see 
wliat is the outlook if the great powers fail to agree on any basis 
for common acUon; let us try now to sec whether there is any 
practicable way of providing bciitr for the immediale future of 
the human race. 

l?cuiiaR and Amerkan Ideas of Dffmera^ 

It all comes back, ofcoursCt to fundamental differerLCCS about 
die right wa^ of living in commumties and of conducing their 
common affairs. I n the view' of the present lenders of the UnitEd 
States, as in that of the leaders of British opinion in the nineteenth 
century, die necessary basis for *Dbcrty‘ b "private enterprise/ and 
reliance must be placed on the ^freedom of the market' to ensure 
both economic welfare and personal liberty. If in Ihct this 
arrangement makes some pepons very rich and pow-exful and 
cotders on them great autliority over uthets, such an outcome b 
regarded as entirely eonastent with democracyf subject only to 
the proviso that It b not due to ^monopoly/ wUch b objected to 
zis interfering unwarrantably with the freedom of the marketi, It 
regarded as the duty of die Statc» as far as it can, to prevent 
monopolistic practices; but apart this it is held mat the 

State ought to stand aside Irom the conduct of economic affairs, 
leaving meni to work out according to the law of the market— 
which others have aptly called **the law of the jungle/* Tbc 
familinr American polidcaJ theory of democracy follows exactly 
the lines of this economic theory. Everyone should be fre* kr 
politics to advocate what he pleases, and to take what step he 
pleases to make hk view prevail* provided only that he does not 
daizn or employ tiny monopoly. If this means in practice that 
there arise great parties domlimtcd by ricli men, or if politicai 
campaigns arc sw-img by a vjust outpouring of money by interested 
parties, that docs not matter either, provided that the principle of 
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"tici iponopcily' is not flagrantly infringed. The traditional 
Amrrit^ conception of dcmocmcy is simply that of competitive 
capitalism transferred from the cconondc to the politjcal plane, 
The Rtissian conception of democracy is poles apart from the 
American, The entire stress is laid in the economic field on col¬ 
lective ownership and control of all the essential instruments of 
pr(^ucdoni and on their planned use to serve whatever erids ihr 
society as a whole, through its collective planning agencies, may 
determine. The Russian conception of economic fre^om is not 
freedom to buy what you please, if only you have money to buy 
it with, or to woric where you jplcase, if only there is a job to be 
had, but freedomexploitation by the capitalist cla^^ It is not 
the jfrecdom of the mdividual to do what he I[k«, either as pri>- 
duco' or as consumer, but the freedom of a class from being 
subjt^t to another class, ^rhix economic cDnception^ Lramferred to 
politics, leads to a one-party system as surely as the Ameriain 
conception jeads to more than one party. It puts the emphasis on 
the *ci^Jcetive"—on the *whole*^—^atid regards each cidzen as a 
contributor to the life of the State, who is under an obtlgadori 
to contribute righdy just as much as he is to serve the planned 
economy in the job where he can be of most use^ The ddzen 
who opposes the general plan, economic or politicaip i^mgardcd 
as a bad citi2etip and as in need of di^plme; for be is]&iljng to 
fiill in vvith the general policy wliicli the class^ through its repre^ 
sentative, the party, has decided upon ns correct. There may be 
dreumstances in which such bad cidzens hav'e to be tolemccdj on 
grounds of expediency j but the whole notion that a free oppoiidon 
is necessary to good democratic govemmentp or that freedom is 
advanced by aJlowiiig dissenters to air their vie^vs^ rutis directly 
counter to the Soviet conception of frccdomp as the coadidon of 
not bring subject to class-exploitation by a superior rulbig class. 

The differences between these two rival ideas of "democracy^ 
are perfeedy clear, though they are not often so stated as to bring 
out clearly the different economic foundations on which they rest. 
It is evident that the opposition between them is fundamental, 
and covers the endre field of economic as well as poiidcat organi¬ 
sation. There is no way in which it can easily be bridged, and it is 
easy to draw the condudon that it cannot be bridg^ at all^ 
Indeed, if the AmDicans and the Russians, boih under thete 
present leadership, are to dominate warld affriirs in the next phase 
of human history, there would seem to be no answer cx-mie that 
the world wdU teivc to be divided into two spheres of inflijencc:, 
with the one system in operation in the one sphere, and the ocher 
in the other. 
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JfibX ii ihf Bfitiih Ifka Dmocr&gf? 

Bill—^ncLiher of these rival conceptiom of deitiocracy k the con* 
ccpiion which 1 hold, or Tfl^hich, 1 thinlc, is hdd by the itiajority of 
people in Great Britain or, perhaps, in VVesiem Europe. I think, 
and 1 beliwe most of the readers of this book think, of democracy 
as the ff^'stem which is designed to give the ordinary man and the 
ordinary woman a decenr all-round chance of being happy- On 
the econnpric plane 1 think of it as involving enough social ccntfol 
of the means of production, distribution and exchange to eiistire 
that the essential resources are put to good use in the service of 
ordinary people. 1 am at one with the Americans in opposing 
private monopoly, and at one with die Rusaianf in a ^tb in 
planning; but I do mi hold cither, with the AmcricarkS, that 
unfettered competition can be rched on to achieve good social 
results, or, with the Russians, that there can be no danger to 
freedom if Ihe means of production arc collectively owtied, ai*d 
if there ts no capitalist class to cKploit the workm for prolit. 
Similarly, on the political plane, I bold that no society can hope 
to be democraticaliy conducted unless certain basic rights ore 
placed beyond challenge and certain banc assuir^tions made. 
These Msunied rights are, very broadly, the right ofev^ dtizen 
to as good a basic education, ificluding education In diizemhipi 
as tile society can contrive to provide; the right to organwe, to 
spe^ and to write freely, for any purpose other than that of 
hmiting the rights of othen to do the same; the eight to treat all 
property as held by individuals only on conation of their using it 
in accordance with the general intefcst, and to take it away irii ^ 
not so used; and the right oF the people, acting under these con- 
djtbns, to prevail, by a majority^ and not to hav'e thefr decision 
vetoed or held up by any privUeged minority. I am thus at om 
with the Russians in holding democracy to be incondsicnt w^th 
minority class rule, or with preponderant influence exercised by 
any minority' class; but I am at one with the Americans in stre^ 
ing the freedom to organuc and to speak one's mind, even m 
fur^crance of attitudes or opinions which run counter to those 
of the majority* or of tlie persons and agencies that daiin io 
reprcient the majoriiy^ 

I stale these views, not as my views^ but as the views which are 
characterifitic of Wesicni Sodolism^ and os shared by a good 
many people in Western Europe who are jwt prtpan^ to call 
themisdti'es Socialists. I state them as being neither of die 
Amcricaji indivkluAlist brand, nor of the Russian Clominunbc 
brand. If America aiid Russia are hcnccforw;ird to divide the 
empire of the world between them* a good many of us, vdihio 
716 


whJchc^xr sphctv oiir Jot may fnJl, will find onnicJivcs sub|e^cted 
to A ibon of govtrmmrnt with the b^ic n^umpdom oT which we 
strongly disagree. 

In some seme this third cpnception that f have bixn trying to 
itace dearly falls between the other two. It is neither so indi¬ 
vidualistic as the American conception nor so collective as the 
Russian. It takes its stand neither upon the devil*t^e«the^ 
hindmost form of individualism which Has been the traditional 
philosophy of capitalism, nor upon that form of Marxkm in 
which the individual gets lost in the ebssj, and human history is 
envisaged as a war of class forces and men count only as statistical 
units in a mighty impersonal process of determined evotudon. 
This third conception u colLccdvistk^ in the sense that it in^ts on 
the need for collective control mxr the use mode of the csscntLal 
resources on which mafikind depends for the means of livings and 
of living well: it is tndividuaHstic^ in the sense not of claiming far 
the predatory individual a right to aisert his w at his neighbour's 
expense, but in that of deiminding a social &an[vcwx3rrk in wJiich 
ordinary people can live ihc Lives they like leading, and express 
the views they hold, within the widest limlu eompadble with 
their keeping tc^ethcr as a cofnmunity and not farfciting fheir 
power of collective achievement, as they tncvilably would if there 
were no rules at alL 


Cun giW a Ijad tfl Em^pc? 


The question is: Gan this middle system, which lies geo- 
gTaptikxdly as weU as ideolpgi^Jiy betwron the two extremes, so 
mediate between them as to make poastbk united action am the 
limitfird field which itx^uircf common tillage by oil the peoplca of 
the earth? Clearly it catmor, unless it can so organlic itself as a 
power tn the wt^rld as to induce the other combatants tOi take 
notice of it and to recognise its existence ai something more than 
a wretched, >dr^:ontrajdkiory coniproitUie, bom t 
muddled thinking—which neither combatant will 
persuaded to do# For to the Ameiicans we Brituh 
the continental Sfxdal Democrats are apt to appear simply as half¬ 
hearted Communisti too timid to go the whole way^ but equally 
with the Communbts ai traitors (o ^capilalbt democracy^; 
wberras lo the Russians we appear as IHghlcned abettors of capi- 
Lrlism, doing the bidding of the personified demon of Anglo- 
Ainericari capitnliim while we profess to folkiw the Socioltst p;ith. 

How unpleasant it can be to be placed between tliex two finx 
die Sodaiiks of France, of Belgium, of Hollazidp and of Italy—to 
say nothing of the renascent Sodal Democracy of Gcrfriamy— 


w timidity and 
at oil easily be 
Sodalists and 




have ample cause to know. We m Great Britain hsLVt been i^pared 
this unpleasantness at home because of the weakne^ of Brid&h 
Commummi, Uiough we are feeling k in relation to foreign 
aifairs. Our relative immunity puts great obligations on the 
leaders of British democrade Socialism; for it rests wtth them* 
more than with any other body of men, to builds or to fail to 
build, a bridgej or mtliar to devise a method of co-operadon 
whicli the Amerioans and the Russia! ts dan accept as preferable 
to a division of the ^-orld Lriito two hostile groups, with the 
unavoidable corollary of preparation for a third World War. 

On wlvat principles can such a solution be based? 'I"hc hist 
condition ofU is that Great Britain and other countiics which 
elect to work with Great Britain in punuance of it must make it 
fully dear to both the Americans and Uic Russians that neither 
of their solutions will be accepicd, and that Great Britain aiwl 
tliesc other countries will on no account line up with either 
America or the Sovkt Union to prepare for another w'ar. 
Secondly^ it must be made plain that the solution that is being 
attempted is not Lhat of treating a third bloc in hostility to the 
other two, but rather tl^at of csiablbhlng tlic nudeus of a wwld 
organisation in which everyone can play a part. Thirdly, the 
countries which seek this way of promnung world co-operation 
must be ready to co-operate closely one with another, but in such 
a fashion sa will not give their cOKjperation any character of 
excluaivcncss. Fourthly, thac covmtries must use every means 
that Is open to tlicm of appealing directly to the peoples both of 
America and of the Servdet Union, in order to bring home both 
die appalhng dangers of any line-up tliatmay lead to a new World 
War of rival idci^logiea, and the Immciue possibilities that are 
open to the sons of men, if they will but work together in applying 
the combined resources of nature and science to their common 
service* 

7 ~ht Principlfs o/" IF£^^lT7^ i 7 wi 0 ^ 

So much for the conditions; now' for the prindpks themselves. 
'Hie first of these must be that of constructive common consulta¬ 
tion. If It ta right for the Americans, at Pan-American Con¬ 
ference^ to define pr^iples of common action for the entire 
American continent; if it is right for the Soviet Union to plan 
unitedly for all the Republics and taationalitics within Its extensive 
terriiorics; it cannot be wrong for the peoples of Wcsteni Europe 
to lay down common rules for their own conduct, or to plan in 
comultation ooc with another the means of improving their con- 
dldoDs of life. Nor can it be wTOtig for those of them which arc in 
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po»cs5ion of dependent empires ro formulfltc iimtcd[y the prin- 
ciples on which the subject peoples of thrir colonial territoria are 
to be set free from alien rule ajid to be helped to develop their 
resources in such a tvay as to make possible a steady irnprowment 
in thdr standards of life. It cannot be wrong for these countries to 
co-ordinate their transport agencies in order to Improve com- 
muiueadons over their combined arcaj nor, whatever the 
Americans say^ can it be wrong for them mutually to lower their 
tariHs, Of frlax their restnetions on imports, in otder to get nearer 
to areas of free commaxe corresponding to the alrendy vast 
tariff-free mtemal markets of the United Suites and the Soviet 
Union. At the same rimCj the)’ must be care&l to as'oid doing any 
of these things in such a way as to cut themselves off from either 
the United States or the Soviet Union to a greater extent than 
thej^ are cut off by the action of these eountrics. Tlius, tliey may 
mutually lower trade barricT^i but they must avoid raising neiv 
barriers against trade with the rest of the warld+ They may co¬ 
ordinate their own transport syiitcms; but they must not in doing 
so impede disadvantages on the traffic of other countries pasriug 
over fbem. They may give one another mutual access to colonim 
markets, but they must not close these markets to others. 

Above all, the countries of the West must set out to devise 
models of mtemational economic development w'hJch are open to 
American and to Soviet cqllaboration; and they must do this in 
such a way that they cannot be represented as dictadng to either 
the Russians or the Americans how they arc to behave m areas in 
which di fic&f the control of policy rests mainly in Ruslan or 
American hands. It is of no Ixnefit For either Great Britain or 
France to put forward plans for the unificadon of the Danube 
region, because the Rimians ivill mevitabiy regard any such plans 
as an Impertinent interfmnee to the affiiirs of an area ivith most 
of which their concern is very much greater than that of the West, 
and will suspect a plot on tlic part of *Bridab-American capi¬ 
talism^ to open the Danubian region to new forms of capitalist 
exploitation. Similarly, it would bo futile to put feu-ward plans for 
intemadonal organisadon in Japan or in Ouimr because the 
Arnericana regard these countries as ^iing ivithin their peculiar 
sphere^ However strongly it may be held that this division of the 
wcM'ld into rival spheres of influence is a dbastetp there is no 
burking the fact that it exists, and that the only hope of making 
the division less al>9okite lies in devising forms of cotLaboration 
elsewhere, in areas which arc not regard^ by cither the Russians 
or the Americans as their peculiar preserves. 

Tins meansp of course, that the key area, in this connection, is 
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Wcatmi Germany, and, above all else, Uic Ruhr. If meai)!! can be 
round of establishing mtcmatJoniU coltaboratlon in the handling 
of the problem of Germany^ the fbundatlons will have been laid 
for joint action over a mui^ wider field. Whereas^ if the G^man 
problem remains unsolved, nothing else can be solved, and 
Western Europe is doomed to bccomcp not a raying point for a 
s^tem of world collaboration, but a wretched victim of the 
rivalries of the two great contending powers, with neither of 
which it can afford or desire to throw in its lot agaJnit the other. 

Germany, then, is the key area, and within Germany the Ruhr 
is the C 311 X of the whole problem. In the nest chapter, we shall 
study this crucial matter^ and try to discover what prospect there 
is of making the Ruhr, instead of an obstacle, a factor ofhope and 
achievement in a discordant world. 


CnAPTEK TV 


THE PROBLEM OF GERMANY 


Germ AN with its popidation «f nearly jo 
milliDna, cxdiidmg Austm and the temtDries atuicSEcd by the 
Nazis before the war, by Eur ihe most popuJoiis State in 
Europe except the Soviet Union. GeographicaJly, it ocinipled a 
keydon on the cohlinent* It bad common land fitmiiei? with 
no ftwer than nine other States—Denmari^ Poland, Lithuania. 
Czechoslovatia, Aiwtria, Switzerland^ Fnmcc. Belgium and 
Holland—not counting Luxemborg; and in the Baltic region it 
was in dose contact also wth Sweden, Finland* Estbonia and 
Latvia—^d* if it cbosc, with the Soviet Union as wdL It was 
thus the immediAle neighbour of both East and Wcat^ and wai 
excellently placed for trading and other relatiom with the 


^oDucTiOTr or CzjiTAia S^Catkiuais m OmEji Paiiti 

t# EiTROini^ 1938 oa NfiAVETT Availadlk Yjiaji 

(AfwLiI mlmt) 


CdaI, meiTki fom 

L%nit]c AS OCK&l. , 

Jroii ore, , 

Mongwsc ore. thoALiAnd 
tnctfic tons 


Cupper arc^ 
r^eia orr, ton.!. 


Zioc ore, t.in.t. 

Tin ere. ijn.f. 
Bauxite, i_ffi.t, 
ChrtlQK OffC. t.Rl.t.. 
Nickel ore. l^.t. . 


Tim^cn ore? Lm,t, 
Ctklctum QWy t jn.t. 
Anttmony ore, ijn.K 

VoTuulhatn tOIlnt. 


MoJybdrmim otc, Ltn.t. 
Mercury ore, tJZL,f. 



CfidnimU 


SmUim 








idB 


9« 

36 

16 

1 

3-1 

2^il 

^3 

009 

So 

^4 


45 

m 

U 

ai5 

141 

i60 



T'U 

93 

1.141 

ii=M4 

— 

H9 

o-a 

p-0 

1^3 

r-tt 

— 

— 


0-4 


0*7 

““ 


1-3 


o-j 

0-5 

— 


3'7 




LTmli^ 


wvfd 

IdSati. 

K'MfAiw UJSJSJS. 

im 

fl 3 l 

m 

1,333 

'— 

— 

56 

3 ^ 

13-5 

74 


f 

a.oaS 

30 

i 



1^75 

a 

— 

163 

— 


? 

O'l 

90 

Sao 

— 

a ^5 

*15 

o-a 

7 

ai -5 

Q-i 

o-r 

t*' 

— 


sS 

— 


2-7 

— 

— 

iG-g 

■'— 




Wcatrni Europe here induiki Scoodmavb (wiih Finlaxid), Holloord. 
Brlgiuin, LuKiriiiburif, Franre, Spain, 
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BRiTJS H 
ZONE 


0E11UN 

• 

SOVIET 

ZONE 


AMERICAN 
^ ZONE 


Nordi- CzrcboilQvaJcb^ Austria and S^HLEcrland lay ftcross iu 
lines of ccnamunication with Italy and with Snuth’-caitem 
Europe; and Poland and Littiuania hdd ic apart &t>ni the Soviet 
Union. From Holland! to the Polish fiontier tt occupied a part of 
the (?Teat Northern Plain tliat atretches right on across Russia to 
the Urab; and after the annexation of Austria it extended right 
to the Alps, and bad new common frimtiers w^th Italy» Hungary 
and Yugoslavia, Pre-war Germany was, in f^t, essentially the 
centre of Euppe; and its finger was bounds even \rithout the 
Nazism to be in every European pie^ 

AVw Map of Gfrmimy 

To-day^ the map of Europe is greatly changed, espedally in the 
East. A large segment of Eastern Germany has been detached and 


The OcctTFiED ZONu Of Qf-ricajiy juco tm* Amiu Axuvxko hv 
Bolakh Arm TUi Sovt^x Ucodh 

annexed, mainly to Poland, thoi^h a part of East Friixna^ indud- 
been incorporate In the Soviet Union. All 
Silcsia and all EVussia as far west ns a line drawn southwardi from 
yaa 


f ANNEXED 
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^TO POLm^ 





StcLtm, aft ncm’ Polish taritqry^ and lai^ CKpuIsioni of popula¬ 
tion, to make room for Polish settlers, have been taking place. 
Esthonia, Latvia and Lithuania have disappe-ared as independent 
Sutes, and form part of the Soviet Union, fn the east, Germany 
has now but two land neighbours—Poland and Crcchoslovulua; 
and in rht south there is ^aui an Austrian frontier. In the west, 
no territoriai changes have )'et been made; but France is in 
occupation of the Saar and the Rhineland^ and has laid claim to 
at least the Saar area, as a permanent acqulsitlcn. The teat of 
Gerniany Is also occupied—the south by the Americjina, the Ruhr 
and the oortli-wcst by the British^ and the central area, except 
Berlin itself^ by the Russians. Berlin is in joint occupation by the 
four ^eat powers, each with its ovm zone in the dty, but mtn the 
Russiam in control of the whole country roundabout. In each 
separate zone* both in Germany as a whole and in Berlinj 
difTcrent conditions exist, according to the policies followed by 
the occupying powers. Even basic food rations have difTcred 
greatly, up to the economic unification of the British and American 
Zones at the end of 1946, and have been wor^ m the British scone 
—alwa^'s a ^deficit area^ in rttpect of focKl suppllcsj which used to 
be drawn partly from imports and partly from the *surplns^ areas 
of Germany fun her east, now in Soviet hands* The food situadon 
in the west k aggravated by the inpouring of displaced persons 
and refugees fipm ihc cast—fieira Czechoslovakia as tveU as from 
the areas now' in Russian and Polish hands. 

The future of this great country—or rather^ of what remains of 
it now that it has been shorn of Its eastern provinces—is the 
greatest problem confronting post-war Europe. Tlic new Genua n 
fii^nticr m the west has still to be settled; and it is stiU undedded 
whether w^hat is left when the annexations are at an end is to 
consdtute and to be governed as a single country, or as several 
dlfTerent countries under dificrent systems and controlled by 
different occupying pow'crs. 


Thf Poitdam AgrtmniU 

Certain decisions about the future of Germany were indeed 
taken at the Potsdam Conference of 1945^ at which France was 
not represented; but their wisdom was questionable at the lime* 
and it nas become more and more evident that they cannot be fully 
implemented in practice* As they form the starting point for all 
subsequent discusnoAS of the future of Germany, it is necessary 
to luiumariBe them briefiy here* 
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Ctaui£ 1 of the PoLsdiun Agreement provider for the icpajf^ate 
adini ni&tralion of the sev eral zonc» of occupied Germany by the 
occupying and for the handJing of matten affecting 

Germnny aj a Mrholc by 4 Ckintrol Council representative of 
these Powers^ 

Clainc ^ Lays cimm that "so far as is practicahk* there shall 
be unifomuiy of treatiTtent: of the Oerman population throuffh- 
out Germany,*^ 

Claiw 3 provides for the complete disaimamcni and demilL' 
tarisalion of Germany and for "the diminatioti or contrtd of all 
Gennaa industry that could be used for military^ produedon/^ 
It goes on to decree the c^plete destruction of the Nazi Party 
and its related oigartisations and institutions and mrasurtrs to 
prevent Uidr m^-al in any form; and it then directs the 
occupying authorities **(o prepare for the ev'entual recotistnic- 
tion of German political life on a democratic bads and for 
eventual peaceful co^peiratjon in intematioimJ life by Grr* 
many/' ^ 

Clause 4 abolaliet all Nazi la%%^ involving diflcrinunatfon "on 
grounds of racc^ creed or political opinion/" 

Clause 5 provides for the trial of war crimiiuUj and for the 
intmnmenE of Nazi leaders and of "any other persons datigcrtnis 
to the occupation or its objeetives/ ■ 

6 provide* Jbr the removjil of all active Naaia “from 
public and Kim-pubUc office'^ and from nqponnble positions 
^ui important private unde^akin^'’ and for their replacement 
by pet^iis capable of assisting in developing gcniijne demo¬ 
cratic institutions in Germany/* 

Clause 7 declares for the control of German cducatiod in 
order to eJiminatc N*;! and militfubt doctrine* and to make 
possible the nicce^ul development of democratic idea*. 

Clause 8 provides for the reorf^raniABtion of the iudici*! 
synlem, ■* 

Clause 9 declares that “the administration of aflaln in Ger- 
m^y should be directed toward* the dccentfalbation of the 
MUticaJ structure and th#dcvdopaient of local responsibility." 
It orden the restoration of locd gorvnrunent on democratic 
fmnciple* * as rapidly as is cotulstenl vi-ith military security and 
foe purpose* of military occupation/’ Jt goes on to declare ihat 
dejnocratjc partia with right* of aMcmblv and of public 
diicussmn shall be allowed and encouraged throuirhoui Ger* 
many, to provnle foe the introduction of representative 
elections in rej^naj, provincial and slate administration “a* 
rapidly a* may be Justified by the ruccessTul application of these 
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principlcai in local jeJf-govmmrnt/* Finallyi the danse dcdoncs 
that “for tlie time being np central German Gos^emnicnt shall 
be estabUshed/^ but that there iiliiill be centroi adminatfative 
departments, headed by State Sccrctaricx^ under the dkectiun 
of the Control Council It is specilkd ih.it these de|yartrnents arc 
to deal particularly with bnimce„ transportp communication^ 
forelgii trade, and industiy. 

Clause zo lays dou^n tltat, subject to mliitaiy scfiirltyp 
dom ofifpecch^ press and relsgion shall be permitted/‘ and also 
that “the formation office trade unjorn shall be petmitted.” 

Thi Ecommes of Pmikm 

The Potsdam Agreement then proceeds to certain important 
ccooomie dcdaraiioiis. 

Cbiuc It prohibits all manuJacture to Gennany of war 
material, aircraft, and sea-^oing vessels* It provides lor **rigid 
oonlrol" of ait manufacture of metalsj chemicals^ machinery, 
and other items that are directly neecssuy to a war economy, 
and decrees the lestriction of such forms of manu^icture “to 
Germany's approved post-war peacetime needs/’ as defined m 
Clause 15, It goes on to provide for the removal as reparations 
of productive capaedty *^DOt needed for permitted production/* 
or for its destruction. 

CUmc 1 ^ providef for the decentraluaiion of the German 
ecoTiomy by the breaking up of cartels and other monopoUstic 
arrangements. 

Clause 13 lays dovi^n that in the redevelopment of the German 
economy prinmry emphasis is to be given to agriculture and to 
peaceful domestie industrics+ 

Clause 14 begins by dcdmiEig ranphatkally that "dining the 
period of occupation Germany h to be treated as a single 
econotirLk unit,” and goes on to declare that common polieiet 
are to be estabUshed for industry, agricultun:, prices and 

rationing, import and e^eport prognunmes, ciirteocy and bank* 
ing, taxation and ctaloms, rirparatious and remom of indus* 
trial war niaicriais, and transport and communLcations, subject 
to account being taken varying local conditions. 

Clause 15 prm'ldes that controls shaU be imposed 

upon the German economy, but only to the extent necessary” 
to srcorc the foHo^'Ing object!: 

'^{d) to carry out pogrammai of industrial disamtanu^nt 

and demilitaruation^ of leparadotis, and of approved cxporia 

and imports; 


785 


*‘(A) to assure the produetbn and mainleniUKe of 
and services rctiuircd to meet the needs of [he occupying 
forces mid of displaced persofis m Germany, and cssenUal to 
maintain in Germany average Living standa^ tioi e^ccceding 
the average of the standards of living in European countries 
(European countries meam all European countries excluding 
the United Kingdom and the Union of Soviet Sociftllst 

in the manner determined by the Control 
liable dktribtition of cssenda] commodities 
between the several aon^ so as to produce a balanced 
economy throughout Germany and reduce the need for 
imports^ 

to canCml German industry and alJ economic and 
hnanctai international transaodons, including impoits and 
expodts, with the aim of preventing Cennany from develop- 
ing a war potential and of achieving the other objccdves 
named herein; 

to control aU German public or private sdcnitfic 
bodieaj research and experiment^ institutions, laboratories^ 
etc.* connected with economic activides,^^ 


I^cpublicsll} 

* (f) to ensure 
Council the cqu 


Clause l6 provides for the creation of German adminiidraCrv'e 
machinery for the conduct of the controU prescribed in the 
Agreement^ and for the prohibidon of any German controls 
v^hich may run counter to the objeedves cf occupation. The 
purpose of tills provision is stated as being to bring home to the 
German people that the rtspondbllity for carryiDg out the con¬ 
trols rests with them. 

Clause 17 requires prompt measures for the repair of tr^tn^ 
port, the increase of coal output and of agriculiural outputj and 
for the cmH^cncy repair of housing and csscotcu utility 
scrvicea. 

Clause i8 deals with the disposal by the Control Council of 
German-owned external assets^ 

Clause 19 lay's down that ^^payment of repaiations should 
leave enough rosotiroes to enable the German people to subsist 
without external assistance/* and that means must provided 
to pay for German imports approved by the Control Coundl, 
the proceeds of exports to be available in the firat place for pay¬ 
ment for such imports. It is added that this clause la not to apply 
to goods sent out of Germany as reparatiom under the relevant 
clauses of the separate Reparations Agreement. 
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agraanent ww accompanied by a number of 
further agieemcnts conduded at the Potsdam Conferenoe. 
these, only one, dealing with reparations, concenw os here ^d 
nctw/Onder it, reparations were to tale the form ^ 

the first World War, of money payments, nor, as had been often 
suiazcstcd, of'‘reparations in kind," by the use ofGcwniaii 
and materials m reconstructing the areas devastated by the N^is, 
but of actuai industrial plant, which was to be removed (hJin 
Germany and m-erected m the countries entitled to receive it, of 
Aim. and of foreign assets owned by German natioi^s. In 
Fcncralp the removad of plant frorn Germany was to be subject to 
the lUmtadons specified in the mam Pot5daut Agreement that is 
to say, enough was to be left to enable the German praple to 
maintain the standard of living therein laid down* fiA plant 
surplus to these retjuirements, as defined by the Ckintrol Ck)uried, 
was to be subject to removal as ‘reparations' a conrepuon wb- 
scQuently complicated by aigumcrts on the KUt of Ac Rusaans 
about German assets which should be regarfed as lOTty, 
and not as ‘reparations,' and accordingly as removable without 
limit and without reference to the Potsdam Agreements 

Reparations were in general to be taken by the Rusaam Irem 
the Eastern zone of Germany, which was occupied by the Red 
Army, and by the otlier powers fiom the Wester^ zones, 
they occupied. Tlic Soviet Gnlon, howeser, agreed to meet Po^b 
claims out of its sliare; and it was of course contonpl^cd that 
French, Belaid and other Western counpies’ daimi shoidd be 
met from the Western zones. (France, it will be remembered, v™ 
not represented at the Potsdam Conference and was allotted a 
Kparutc zone of occupation only at a later date.) 

^ Russians, in addition to the reparations they could coUtet 
from their own zone of occupation, were to share m^two wap m 
the reparations available in the Western zones. In the first place, 
they ww to receive 15 per cent, of the 'surplus' cqmpmcnt in the 
mcfcaliursical, chemical, and machinc-aiani^etui™ equipment 
of Western Germany, but were to pay for this m food, c^, and 
other cominodities-presumably indudmg p^ucts <rf their owm 
zoi:^ of occupation, t£ougb this was not actually stated. Secondly i 
they were to get, without making any relum, )o per cent, of oiner 
surplus capital equipment in the Western zones. ^ 

Ail deUverics of German equipment as reparations were to be 
made within two years, whereas the Russian return payments 
mentioned in the preceding paragraph were to be spiwd over ve 
yean. A subsequent agreement wu to regulate the dismbutwn of 
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tlic German navy and inerckatit marint-. German Torcign asset* 
SJtuatfd in Bulgaria^ Finland^ Hungary, Ri:iui:nat]i:i and Eastern 
AuALria were tft go to the Soviet Untoii: those situated elsewhen: 
were to go to the Western po^vers* 

Rrparatiom ai thi Tuita and Pms Ccmfermcts 

Jt ^ generally supposed, after the Potsdam Conicrencc. that 
the idra ofeMctlng reparatiom from Germany in any form other 
than the delivery of surplus industrial ctjuipmcni had be^cn given 
up. At the Yalta Confwenoc of February, 1945, it had been laid 
do\yn that reparations should be required in three forms— 
deliveries of capital equipment from existing German plants, 
dehvencs of goods from the current output ofpost-war German 
mdusby, and reparations in the form of German labour to be 
cmplo>Td in repairing war damage in deviated coutitrks. T!ie 
tenna laid down at Potsdam seemed, hosier, by limiting future 
Gcm^ industrial capacity to tlie minimum necessary to main* 
^n the permitted statidard of Itvin^p to rule out all possibility of 
deuve^cs from future German pruductioa; and, as uodiinir was 
said about the use of Ctatimn labour abroad, it was asmmed that 
propcaal too had been dropped. Ncvcrthclcas. at the Paris 
inference of Tidy, 1946, Mr. Molotov reaffirmed the Soviet 
Umon t demand for reparauons dehverica over a period of years 
from Cui^t German ootput, coupling this claiin with a reference 
to a^lolal aiun of ao,ooo million dollars for German reparations In 
^ forms, hdf of this total to go to the Soviet Onion. TO figure, 
he claimed, had agreed upon at tJje Crimea ConfeieoceTamt 

« ap^ars that it was in fc« agreed upon by the Soviet and 
Aincncan representatives at the Cotdcrencc, but not by the British. 

Probably Mr. MoJoUn- brought fonvard this demand, not 
tecaiw he expected It to be satisfied, but as a counter to proposals 
that die permitted level of Germao industrial capacity should be 
i^d in Older to enable more goods to be exported iti payment 
lor necessary imports of food into the Wcsterji zones. The British, 
m par^culm, declared their inability to go on meeting the 
cost or feeding Germany while the Soviet Union was drawttig 
away surplus supplies from hs zone of occupation; and tills 
brought «p the whole queaUon of "German economic unity” and 
VI \t IimitaPons on German productive capacity, whicli 

Mr. Molotov agreed it might be neccssar>' to modifyT 

Tke Future oj Gemuni Ituhutn 

g“» or<fie econemic part of 
the Potsdam Agreements, under which the afiain of Gmnany 
yaS ^ 


h;ivc bcj^n adminbtfTrd, The ^civcriiing ideas behind them 
were^ iirst^ to linut Gf^nkan productive capacity in such a uny os 
to remove all danger qf siicc4ssliil rcarxnaiTkent;, secondlyj to 
reduce the German standanl of Living to the ^^average standard" 
of continental Europe^whatever that qiight be taken to be; and 
thirdly^ to devise a form of reparations payment that would not 
involve money tninsfcn or the maintenance of German export 
industries at a high level as a means of payings that would not 
require the employment of German labour abroadi and that 
would be avar and done with as soon as the physical removal of 
existing plant had been acWcvcd, 

There can be no reasonable dispute about the need to limit 
German industrial production so as effccdvcly to prevent rTcarma- 
tnent* The difficulty lie* in recondling this evidently neccasary 
condition ddier with the maintctiance of a tolerable standard of 
living in Germany or with the prosperity of Europe as a wholes in 
view of the past dcpcndemct: of man^ European countries on trade 
with Germany and on German capiUd go<^ for the development 
of their Own industtiaJ enterprises. The Potsdam scheme attempted 
to deal with these tv>'o difBculdcs, fir^t, by defining at a low level 
the standard of living at which die Germans w'crc in future to 
cxistf and secondly, by proposing the rc*ercction dscwhcTc of so 
much German industrial capacity as, it was supposed^ would 
remove the dex>endenre of other countries on German exports. It 
was not made clear what tvai to happen to the trade of countries 
which had hitherto depended largely on the German market, 
especially for primary products; but it is to be supposed the under¬ 
lying idea waa that the transfer of German industriis to other 
pam of Europe w'ould carry with it the markets of which these 
industries had been the effccth-c source. 

These decisions of the Potsdam Conference were left to be 
applied by the allied Control Council, which hod to- determine 
how much industrial capacity of various kinds would need to be 
led to Germany in order to make possible the smndard of life to 
be allowed to the German peoplcj and to provide for a sufficient 
volume of exports both to pay for the imports required to main¬ 
tain this standard and to contribute to the allied costs of occupa¬ 
tion. There were big contiovcraes on this qucicion on the Control 
Ocuncti before, in March, 1946, it at length announced how 
much industrial capacity the Germans were to be allowed to 
retain; and, even when the announcement was made^ it had to be 
accompani^ by a British reservation that the whole question 
might need to be reopened if any change were made in Germany*! 
western frontier. The plan made public in March divided Germaii 
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mdu5try into a number of categories. In the first place, a number 
of industries were forbidden altogether. Tlton came a group of 
industries makbg producers’ goods, to which restrictions of vary* 
ing degrees of severity were to be applied. Third a group 

of indujtrics making consumers’ goods which vrre also to be 
restricted^ fourth, a group of similar industries of which the future 
output was to be "planned” hy the Control CDunril, but not 
made subject to a definite marirnum; and fifth, a group of 
unrestricted industries, in some of which it was laid down that 
production was to be increased to the greatest practicable estent, 

ProkibiUd and Hfitficted Induslriti 

The complete prohibitions oovered a wide range of products of 
which Germany was a laige-scnie producer before 1939. The list 
included not only a]] armaments and seagoing vessels, as well as 
aircraft, but also all forms of synthetic oji and rubber, svnihetic 
ammonia and a number of specified war chemicals and all 

radioactive materials, a number of metals, among them alu¬ 
minium, magnesium, berylJiiim and vanadium, and some 
important engineering products, from heavy tractors and htaiy 
machine tools of a variety of types to ball and roller bearings and 
to all forma of radio transmitting equipment In ccitain of these 
cases the continuance of production was to be allowed tcropo- 
rarily, on a controlled scale, for nteeimg domestic needs until the 
necessary imports could be procured and Germany was in a 
position to pay for tiiem. 

This lut of specific prohibitions, wide as it was, was of con¬ 
siderably less importance than the scetMid list, retting out the 
amount of output that was to be allowed, by 1040 m a wide 
range of indiutrics producing capital goods and intermediate 
p^ucts. For this second list m fact included most of the indus¬ 
tries which were the basis up to 1939 of Germany’s export trade, 
^ well as of production of metal goods for the home nmrket; and 
it was evident that the cni^nt allowed in this group would be in 
practice the hey &cior in determining Germany’s economic 
future. The biggest struggle on the CkintroJ Council, before (he 
reconmiendations were issued, centred round the amount of steel 
capadtv to be left to Germany and the actual output to be 
allowed. The final decision was that the Germans should be 
allowed 10 retain a producing capacity of 7,300,000 tons, but 
that the permitted actual output should be orfy 5,600,000 tons. 
These were much higher totals than were proposed by the 
Ru^ns, iiut a good deal lower than the Britisii Gcn'crnment 
wished 10 allow'. 
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Steel 15, of couraej the key id mzny branclica of ttiattufaetudng 
indudtty; and the amount of steel pToductLon alLawed to the 
Gcnnam will in practice set limits to many dthcr forinj of produc¬ 
tion, even where no specific restrictions arc imposed, NoWj Ger¬ 
many's pre-[^39 output of steel was of course affected during the 
years of Nasji rule by intensive wtir. preparationj and for a fair 
assessment of noniial output unaffected by tfiis factor it is neces* 
sary to go back to i gSO, before tbc beginning of the world 
depression. In that year Germany's output of stiil was approxi¬ 
mately 16} miLlinn tons. In 1936^ the year taken as the basis for 
the Control Council’s assessment of German pre-war production, 
steel output was rather more than ig million tons. The proposed 
capacity of 7,500,000 tons was thus lew than 40 per cent, of the 
actual output of 1936, and the propowd output of 5^800,000 tons 
was only just over 30 per cent. Thb latter amoimt would be 
hardly more than enough to cover the pre-war coimimpdon of 
the smaller tnisr.ellancous metal induitrieSi without allowing any¬ 
thing at ajl for engineering, Khipbuilding, vehicle-construction, 
structural steel for buildlnp, or any of the major uses of the 
material. It was^ in effect, an intcniionally prohibitive figure, at 
whicli it would be quite out of the question for the Germans to 
develop any substantial engineering industries, or Lo conduct a 
considerable export trade in any cIm of metal goads. There is a 
provision in the scheme which this quota of actual output 

to be revised within the limit set by the permitted productive 
capacity of 7,500*000 tons; but this latter figure* w'hich was laid 
down as unalterable, is itself plainly inadequate to allow any 
important resumptioii of Germany's past position as an exporter 
of metal goods, or to make the country' Klf-supporting. 

In the accompanying Table A* the output w^hich the plan of 
March, 1946, proposed to allow to Germany ia set forth for the 
main classes of producers’ goods of which some continued output 
W'as to be permitted# It wiJ! be seen, that the proportion of pre-war 
output—or rather, of wfan'f;* which is by no mcani the same 
thing—differs greatly fiom case to case- It is highest for am- 
cultural machinery, as is essential If it is in contemplation that 
Germany is to become much more an a^iedtm^ country- 
but even in this instance the permitted capacity is only rour-ftftbs 
of the pre^svar ouq>ut. At the other end of the scale machine-tool 
capacity is scaled down to a mere 11^ per cent, of the 1936 
output—a derisory quota which would be inadequate even to 
provide for norrnal replacements of worn-out and obsolete toob, 
whereas in fact the need for rcplaccnictits would obviously be 
for some time much above the normal in most of the non-war 
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Cibftiwf FbOducttve Q^rAorv 

A4Xiei> CDmnDL ootJiicii.; i^ecsjoni otKHmJu^'ir«a ni* ^aopuOTivm 
GAFAOTY ra tEE IUfAIW> HV DUUAKV tTf OXTiUM CMDlJ^IlUEl, 1^9 


Pfodmtrf indMilrm 


Secc] . . , « . 

Ui^Echcfnic^s (rdtmf^ri, j^hm- 
pho-t^ calciutn, carbide^ luJ- 
pbtirk Madt chbrinCr aik&li) 
MubCliinr tooU » 

H^vy inccluiika.1 ctiguH^ing 
Dwchardcal omJ cxvHlfiie- 
tkiul t^pfioHriii^ 
D<i:iti>«iigioccriii3 
^ mhidt 

fiKtfirai teq^imtriHg 
Truw ^ » 

Agrittdtura] nuchincty r 
Liftht agoaiitLiT:U Ixaei43n 
FrroiiQfJi InstfunifliEi Ahd oplicE 



m 7 kt*l 

wfpM^ 

L^if 

E9^9 EtUL looi 
7&5 p«pO %Qnt 

7^3 imt, totii 
404^000 lorff 

3 $ 

RM, mn, 

RKL bi45 pua.l 
RM. 1^554 mii^i 

RM^ mrL 

RM, 74 ma. 
RM. 43^ mn. 

4* 

II ‘4 

3^ 

RM, 

R\f. 3,000 

RM, 1,145 

RM, 1,500 mtL 

5^ 

SP 

RM. 130 mil*' 

ftM, 3113 lun.t 

RM, 491 tn^, 

RM, 40 tno, 
4*,t»o 

RM. mn, 

10,000 

RM. 340 cm. 
36,000 tons 

i 
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industrScs wljjcb GcrmaQy was to be suffered to retain, because in 
uiCK bridles of prodiicuon ttonoji] i^cplaccincnti were imprac¬ 
ticable during uie ycara of 

M^rw tools arc an eitretne casej but even in light engineer¬ 
ing ibe permitted capacity was put at only half the 1035 output, 
Md m hea\7 engmeenng, even apart from the kinds that arc for¬ 
bidden altogether, at less than one-third. Basic chcmitals, apart 
from those whi^ were prohibited, were put at ody 40 per cent* 
of the output of 1936s 

TliLs lUt needs to bt studied in conjunction with the list given 
m Table B, which covers the two categories of‘restricted’ and 
planed ^ industrifs producing consumers’ goods. In the *re- 
stneted’ industries belonging to this group the cuts were less 
^astxc than in the ease of producers’ goods; but even so. 
mvolvcd in evtsy instance severe reductions on pre-war capacity; 
and the sa^ is true of the industries which are ‘planiusd* but not 
^estrict^’-^lM difference presumably beirig that in the second, 
but not m the first of dicse categories, die Gerruiini were to be free 
in due coui^ to ^quire fresh plant if they could, and thus to 
expand their production beyond what was planned for 1949. 
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CiUMAK PaflOEttlVA CArhOTV 


ALU7X1 cxiETNcn-: pKotJONi ciSiMqFitmpcE^ ticb nabECrnvn 

qAFAcmr tq ab ijttaihxp *y ceiluiaiiy mTAi.«( ixDurrmi^ 194^ 

B. Cainantri* G{iods htduHiiif 


Bdjtndid /m&utpia 


tmtAit 

Pjn^7^4|# 

impiMcOf 


ran 41 

245,000 

Ri^L 413 itm. 

4a.i»0 

16 

w- 

P1igiFmiii4^iFiilirw.li * 

Flutics and varioin 

RMi 33a nin. 

60 

cbcn^c^li . 
Elcctrural power CAp^ 

RM !ipTi4 mu. 

RhL 1,476 am* 


Piaimtifi 

tria 

^ acity X . 

'mt pwt FUaHiffd laiti^ 

KW\ ij-j mn. 

KVV* 9^ mn. 

60 


TextOesAnd Appairl 

BfijGpOnci tons 

^^000 

including 

tool 

synthetic fib« 
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I'aper apd prmtin^ 

3^149,000 tool 

3,109^000 lOtU 

fis 


Footwear 

60 mn. paifS 

1 [3 Oin. pain 
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The significance in this connccdon of the year 1949 is tliat the 


output of the various mdustria w^as to be allowed to rise gradually 
tovraids the permitted levcLaj in such a way as to reach them by 
1949. It was clearly conleroplaicd that in the intervening period 
the actual production of German mdustrics w^uld be below the 
greatly reduced totals that were to be pcnnitied to it undo^ the 
Allied plan. 

Last comes the group of industries to which no direct restric¬ 
tions or 'planned" totals of output were applied. These include 
building materials (except cement) and vroidwork, glass and 
pottery, bicycles and mmor-bicydea of low powerj arid certain 
raw roateri^, among which are potash and coal. The output of 
these last was, mde^:» meant to 1^ expanded to the utmost—an 
intention which will certainly be fimstrated unless the German 
food situation can be decisively improved. 


Gen^m Exporti itnd SUmdard ^ Ltinng 
The general upshot of these dedsions was to limit Germaci in¬ 
dustrial capacity^ for a population estimated for ^949 at not more 
than 66 j500^ooo (a figure reached by guessv^'ork or by sheer 
wishing) I tg roughly half the pre-war levels which was rolaied to 
a population of about 70 millions. They therefore involved a very 
severe reduction in Germati standards of livings even on the moat 
optrmistir aasujnptiqns about the numbers to be provided for and 
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milliDn rdchmarks at the pri«s of 1936, and bid down the saoifr 
figure as A maximum for German imports^ with a provisp that 
any sum fcmaining afkcr payment had Iwn made for imports 
actually approved by the Control Council should be assigned to 
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hdp pay ibr ihc co«ts of occupation. ApproxiraatcLy half of the 
vum alLocalcd ns a monximum for total utiports w 3 A camKirked for 
imports of food and fexider. The figure of 3,000 oiillion reichs¬ 
marks compares witl) an actual sum of 4,200 million rdchsmarb 
paid for imports in 1936. 

What did not appear was how Germany could possibly export 
goods to a j 956 value of 3,000 ziuJliDn reichsmarks in fa cr of the 
restrictions imposed on future productive eapadty. These restric- 
tio£^j as we have seen^ fell most heavily on the indusiries which 
provided before the war the main bulk of German exports. It was 
no doubt contemplated that the reduction in industrial output 
would rdeaje for export considerable quantides of coal ^ but on the 
most optimistk estunate* this could not go far towards filling the 
place of the metal goods and chcjnieals on which Germany had 
lutherto iargely relied. Tlic planned output of the textile indus- 
trieSj which was set at only 77 per cent, of the 1956 output, does 
not suggest tliat these can Imve been meant to hU the gap^ and 
wivat ebe is there? Woodw'ork, potter)- and glass, and not much 
more ■ but it is merely fantastic to suggest that the exports of dicse 
classes ofgootlscotild possibly be expanded enough to cover the cost 
of die foodsiufb v^hlch Germany will need to import, even if the 
standard of living is to be cut down, as was proposed, to the 
^^Europcan average.” 

In other words, the Allied plan did not make sense- and in sdl 
probability not one of the negotiatoirs who drew it up ever 
suppost^ it did- That indeed w^as not ill purpese, wliich livas 
primarily that of dcicrmimng at a high level the amounE of 
Industrie plant to be token away as reparations, and only 
secondarily that of prescribing directly for the fulme of the 
German people* It seems Certain that, tn pmciice, the denudation 
of German ind ustrial capacity in accordance witJi the terms of Uic 
plan could not leave the Germans ia a posiiion to achieve—or to 
get near to achieving—even the low standard of living for which 
the plan W'os suppos^ to provide. 

It was told down in the plan itself both that Germany should be 
left with enough capacity to achieve this standard and that aU 
Germany (apart from the areas annexed to Poland and the Soviet 
Union) ihould be treated as an economic whole. It was also 
assumed that Germany would be able to find markets for exports 
—despite the limitations^ direct and indirect, on thor charaetcr— 
up to tlie projected vaJutv and that the population would not by 
1949 the total on whidi the plan was based. It was 

implicitly, though not explicitly, ossum^ that there would be no 
annexations of German territory in the West—that ii to aay, that 
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France wtmld not get the Saar^ much less the Rhineland. 
If any or all of thcac asaumption^ turn out lo ^ false, the figures 
included In the plan can be quradoned^ hut it by no meam foUot^-s 
that h will be easy for the powers to agree on their amendment, 
^rhe Russians, at that stage, would have liked to impose e\ cn more 
drastic restrictions, and^ though Mr. Nfolotov lias since spoken of 
the po«ibility of amending them, no agreement has been reached 
on revision even i^ as a consequence of the alienation of further 
key territories^ the plan is rendered sliU more unworkable than it 
wm from ihc start* or if a larger population had to be provided 
for, or again if it becomes evident that exports, w’thin the 
terms of the plan, can not possibly approach the level laid down 
as necoffl^ to cover Germany's import needs. Soviet policy in 
effect IS likely to depend on a number of conditions that have 
much more to do with the state of world politics than with the 
economic needs of the German people. 

The feet will almost certainly diverge greatly from Uie project, 
Ncvcrthclea there the plan is, approved in all solemnity by the 
representatives of the great powers, and still serving nominally as 
a basis for calculating the mdnstrial capacity to be removed from 
Germany as reparations, vnth a view to its re-instalLitLon else- 
whercj or else destro>Td as ^surplus' to Germany's admitted needs. 

Vims of hdustml Futun 

In setting out from this conception of Germany's economic 
needs the Potsdam Cnnrcrence was doubtless actuated by a mbc* 
ture of prudcjitial and punitive considerations. If the aim had 
i)ecn merely prudenttal, the Conference would evidently have 
begun by enquiring Itme iitsk Intcrferenoe in Germany's economic 
life would be enough effectively to prevent the lecrudcscence of 
German military power in any form that might cnnsticute a threat 
to the world's peace. Prt>vidcd that ihis could be achieved, the aim 
would have been to secure from Germany the laig^ possible con¬ 
tribution to world dcvelopmcni and prosperity^ and accordingly 
to make the greateat possible use of German indusuial resources^ 
including the high skill and technical capacity of the German 
people. It is abundantly clear that the problem of Germany's 
future was not approached at Rot^am from any point of view 
even remotely resembling this. The British delegates do appear in 
the Grrt instance lo have regarded It partly from this point of 
viewj but the main effect of their doing so was to engender 
suspicion In the minds of die Russians that they might be dcs^- 
ing to build up Germany, or at any rate Western Gennany, into 
a potential arsenal or souire of supplies for a friturc attadt on the 
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Soviet Utilon. ITic Rimlana clearly approaclicd the problem 
frojii a totally differept Having suETered iiruncnae devosta' 

tion and destruction of industriul resources at the hands of the 
Germana, their main object was to sectire^ iti the foiTri of repara* 
tlons, the largest possible quantity of Gentian industrial plant for 
use in rebuilding their own economic Life. Thi-S and fear of the 
West, rather than a desire to punisli the GermanSj vv'ere the prr- 
vaLling considerations in Uie mi nds of the RussiaxiSp and they led 
to a wish to insist on a low standard of living iti Gertnatiy 
because this would both release most plant for sekuxe repara¬ 
tions and prevent any rebuilding of German industrial power in 
associsition with the Weatem countrkti. This attitude cjtplalru die 
apparent paradox of Russiati policy^ which combined a greater 
willingness to grant rights of selT-govemmcnt than u-as shown in 
the Western ^ones with a greater ruLhlcssness in despoiling Ger¬ 
many of ita basic equipment. Moreover, the svide gap benveen 
standards of Uvin^ m Western and in Eastern Europe made for 
^arp diftcrcnccs m attitude. The Western coimtdes, used to the 
idea of Germany as an advanced industria] State and to that of a 
ranimum standard of Living based on long practice of advanced 
xndxutrml and agricultural tedmiquea, thought instinctiwiy of the 
German people as entitled, apart from punishment for Var 
guilt/ to a standard of living not greatly different frooi their own, 
whereas the Russians, thinking in terms of the much Inwer 
standards prevalent in Eastern Europe, asked why the Carman 
people should be allowed to live belter than the Eastem neigh¬ 
bours upon whom Gemmny had wantonly inflicted such grievous 
wTonga, and saw nothing amiss in a proposal to assimikte Gcmi^n 
living Standards to those of Eastern, rather than to those of 
Western, Europe. The outcome of thb conflict of attitudes was the 
compromise wmch prescribed Ibr Germany a standanl equal to 
the avera^ of East and West, leaving out on the one baud the 
United jQngdom and on the other the Soviet Union itself”^ 
probably b^uae the standard of the Soviet Union would have 
twen very difficult to ascertain, aod, if it had to be omitted on one 
side of the account, it seemed best to balance the omisiiion by 
leaving out the Untted Kingdom, with its much higher standajdj 
cm the other. 

Cfrmof^ and iht ^ £ur£P^ 

It is easy to understand the feeling In the Sorict Union both 
that the Germans owe the fullest reparation that can be cstacted 
them towards rtbuUding the sbatteted econonuc structiift of 
Russia and the Ukraine and that there u no reason why the 
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Gcrtnonfi, tiaving been riKponsIble Tor so mucih ahttr mckedncsi 
and mischief, should be allowed tq mnintmn a standard of living 
supeKor to that of their victims. But the question cannot be 
reasonably settled on the basis of these considerations alone. 
There is also the problem of the effects which the destructlott of 
Germany's Lndufitrial capacity is likely to bav'c on the fotiiTe of 
Europe as a wholc^ and In particuLtr on the poorer parts 
of Europe. Tlie Russians can^ no doubtp find good uses in the 
So\ici Union for ail the plant Uicy are able to imnovr froni 
Germany on reparalloiia account^ and when they have removed 
as much as they can^ they will be still VCTy much worse equipped 
than they would have b«n if the Nasds had not overrun their 
territory and destroyed as much oF Its productive capacity as they 
could. This may seem to the Russians to give an unans^verable 
foundation of justice to their claims for reparations at the highest 
practicable le\'elj and at the cost of a low German standa^ of 
living. The position^ however, cannot look quite the same to any¬ 
one who is thitiking in terms of Europe, or even of Eastern 
Europe, as a whole-even apart Grom the feet that the attempt to 
put the Potsdam principles into effect has involved Cneat Britain 
and the United States in spending large sums on keeping the 
German people alive, and has thus meant in effect that the 
victors have been paying Veparations^ to Gcrmatiy instead of 
recei\"ing them. The Germans, howc:v'erj so far from prospering 
under these conditions, have been reduc^ to as deep a stale nf 
misery as even thehr most vindictive enemy could desire. 

Nor must we forget that from the standpoint of the predoml- 
nanlly pe:^nt countries of Eastern Europe, Gcnnany Is im- 
poitant quite as much as a market as it b as a supplier of industrial 
exports, or that, even as a supplier of exports, particularly capital 
go^s in exchange for primary' products, it is not easy to see how it 
can be replaced. Tlic economy of these countries has hitherto been 
based to a condderable extent—and the tendency was Intensified 
during the years of German economic expansion before 1939—on 
exporting primnry products, agricultural and mineral, to the 
German markei and on receh'ing in exchange^ and sdso to some 
extent on crediti German mamifectura of both capital goods and 
consumers.^ goods. If, as a consequence of the reduction of 
German Industrial capacity, particularly in respect of capital 
goodSj the Germans ore able to do little to supply the ncem of 
Eastern Europe for new capital equipmentj and ifj in accordance 
witli the Potsdam deebions, Germany is forced to reduce imports 
and to live to a greater extent on home-produced agricultural 
products, whence are the countries of Eastern Europe to get the 
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macJiincry and the other gpodr they must have aa a bajii for 
their own economic developnicnt, and where arc they to £nd 
alternative markets for the primary products on wliich they 
depend for ttieir ahihty to pay for such imports as are not 
supplied to [hem on credit? 

'fherc are several parable answers to this question; but none of 
them is in the least satisfoctoiy. The first possible ansvi'er is that 
the RussLiiis, having acquired the German industrial plant, will 
be in a position to supply capital goods to Eastern Europe, in 
addition to rebuilding and expanding tlieir mvn industrial 
capaaty. But is this likely, at all events in any near future? Tlie 
Rusuans, having lost more productive capacity than they can 
possibly hope loget lH>m Germany, will require all they get—-and 
much moie—for meeting the ur^nt demands of their own 
economy, and will for a considerable have JJitle to spare for 
helping other backward countrica to restore or develop their 
economic structures. Moreover, it seems improbable that for some 
time to come the Soviet Union can furnish a good market for most 
of the primary products of its East Eiuopean neighbours. The 
imports w'blch the Russians most urgently want are not such os 
these mainly peasant countries can supply. There will no doubt be 
outlets in the Soviet Union for mincraJ products from Soutli- 
eastem Europe; but these cannot go far towards enabling the 
peasant countries to supply themselves with the imports they 
stand in need of. In the long run, very likely, these conditions vrill be 
altered, and the Soviet Union may come to have both a surplus 
of capital goods available for export and a need to import agri¬ 
cultural as well as mineral products from neighbouring States- 
Bui it is a bleat prospect for the peasants of Eastern Europe tf they 
are simply to wait for this si tuation to arise. Their export markets 
fire already dislocated and their entu^ ecohouiic structure is 
already in the grossest disorder, with disastrous reactions on their 
standards of living in town and country alike. If there is help to be 
had soon from any quarter, they can by no means afford to wait 
in dptitutfon for an indefinite period until the Russians are ready 
to give them large-scale aid. 

The second po^ible ansiver is that Germany is to be repbeed ai 
both supplier and market of the countries of Eastern Europe by 
the other itidustTially dn^clopcrd coururjcs of Ltie West, anil par- 
tjculaxly by tlic United States, which alone has the ability to grant 
them, in the Clear ftiturc* laj;ge*5cale credks. But is this aimvcr any 
more satkGictor>^ than tbf; oUier? The more ciediti the Americans 
^ prepared to grant to these oountrieis the better, provided tliat 
they are granted on tolerable cooditions—a proYiAO to which "we 
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shall ha\ic to come back in a moment. Bu t credits arc hardly likely 
to be granted, on any terriM, except where there ia a prt«Epcct of 
the inienat at any rate being paid and of the credit being used to 
foster mutual commercial reUtioiu which will restdt in an incrra.'i- 
Ing interchange of goods and services, and will thus improve the 
DTOpccta of rcpayTiieitts m the long run, of the principal as welL 
la it likely that the peasant countries will be able, even if they are 
given credits for capital development, to find in the United State# 
or in Western Europe markets for their primary prtxlucts to 
replace the German marked ^^They will be able to do this, in 
practice, only to the extent of their ability to sell at world price# 
in competition with the Imvcr-cost, because more efficient, pro- 
ducers of the more advanced countries- and it was preciaely this 
type of competition that they xvere seeking to escape from betwwti 
the wars, and that was ruinous to their peasant cultivators. That 
WTis why they fell in eagerly with Nazi economic projects which 
gave them assured market^ ofren at prices substantially above 
world prices; and they cannot be expected to display any enthu¬ 
siasm for proposals vrhich involve a return to the pre-vrar con¬ 
ditions vrith the further ad^Tcrse lactor added that the Germans 
will no longer be in a poridem to buy, even at world pricesn Yet it 
b too unlikely to be worth discussing that the American# will be 
ready to receive East European produce at a price higher than the 
world price, or that the cotmiries of VVestem Europie, which arc 
nearly all laced with very' difficult balance-of^payments problcmSj 
will open their markets to East European producer on any 
preferential terms. 

The third possible answer h that, unfortunate a# it may be for 
the countries: of Eastern Europe to lose the German market, there 
is nothing that can be done for them, and they must be left to 
recons truce their economies as beat they tan without it, and with* 
out any other market or source of supply to take its place. To 
accept this solution would be not merely to perpetuate the esdstmg 
primary^ poverty in Eastern Europe, but to acquiisce in making it 
a great deal vrorse than it lias been hitherto; for rising population^ 
pressing more intensely on the land^ mil inevitably cause further 
deterioration unless remedial measure# are applied. 

77u Poliiicai Factors in At Gfmm Problem 

The case for retrieving and developing the German economy 
both as a market and as a means of supply for the hactwrard area# 
oTEi^pe would appear overwhelmingly strong w^cre it not for the 
pdiitjeal factors, TfGermany is deuud^ of industrial plant to such 
an extent m to destroy German power to export capital goods, the 
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removed pLiDt will doubtle^ aid the re^toniUQ-n of thrr det'sistatcd 
areas of the Soviet Union. But the Lw to Europe as a i^vhck wiU 
be lasting. If there were no politkal obatadei in the way, the 
hatural coune would be for the Russians to get, mainly from 
--Vmcricai the machinery which they need for recoiistFuctlng their 
industries. America could imsily supply whal is wanted, and 
indeed needs the market for its own industries producing capital 
gof^ds. It could easily supply the goods on credit, on the security 
of Russians rapidly advancing productive pmver. But, when the 
Russians adud for a big America loan with this end in view, it 
Was speedily made plain to them that, on polldcal grounds^ no 
loan would be forthcoming except on terms which, etjuaUy on 
pohdea] grounds, they could not potssibly accept. TTie refusal of 
loans by the United Slates reacted on the Soviet Onion^s policy 
tow'ards Germany, by making the Russians more intent on secur- 
ingp as reparations, the machinery they could not get on credit 
from America. The Americans, having refused aid to Russia, were 
the more intent on finding in the other cduntries of Eastcni 
Europe cutlets for the pir^ucts of their mechanical industries; but 
here again political considerations barred the way, because die 
Americans wanted in these countries Gox^emmcnls which could 
be relied on to give their backing to capitalistic private enterprisef 
whereas the RuEsians regarded American support of the partita 
from which such Govemraents might emerge as counter- 
revolutiqmiry manoeuvring directed against their own r^tme, 

Anuric&n Pcluy towards Gfrmai^ 

\Vhcn the Americans came to formulate thdr own German 
policy^ it was soon plain that powerful rival tendcucics ciisLcd in 
the Unit<^ Siata. One simple view w-as that the elimination of 
German industrial competition would open the door wide to 
American c^rt industries, and should therefore be pressed as far 
as possible in the interests of American penetration of world 
markets. It must not be forgotten that the first project for the 
‘postoralisation" of Germany, often called the "Moigenthau Plan," 
was put forward in the United States,, and by a leading member 
of the Amerit^in Govomment, As against this, another secrion c^f 
American opinion undoubtedly fovoured the building up of 

estCx II Germany as a fiictor in the European balance of 
economic power against the Soviet Union* At tlie discussions 
which^ followed the Potsdam Conference the American repre- 
sen^tives spoke with two voices—now siding with the Soviet 
Union a^nst Great Britain in favour of drastic destruction of 
Gemran industrial capacity, and now joining the British agaiiwt 
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iUt Soviet XJju™ in urging more liberal treiJmentj mduduig a 
5 teady lEmstcncc, in both moods, tliat Germany ought to be 
irrated as a single whole and that control ought as speedily as 
possible to be so limited and Gennan administration so restored 
as to allow a rapid reduction in the numbers of the occupying 
armies. 

Of coujscj part of the trouble was thatj if whal was aimed at was 
a speedy withdrawal of the farces of occupation ond a leaving of 
the Germar^ to theif devices, this object much easier to 
rccon^e with a great hiitlal dcstniction of German industri^ 
capacity than an attempc to render Germaji industry harm* 
less for war witiinui impairing its capacity lo sen-c the needs of the 
vvorldx Hie greater the capacity for producing metals and metal 
products Germany was to be allowed to keepj the greater evi¬ 
dently would be tlie need for supervidon of the German economy 
in order to prevent the misuse of this capacity for clandestine war 
preparations. Thus, die deshe of the Ait^cam to get out as soon 
as they could reinforced the desire of certain American Indus* 
trialiits to cripple a formidable competitOT in the world matitetp 
and swung the Americans lo the side of drastic limitation of Ger¬ 
many's pemiincd industrial production. Bui the swing was only 
partial, for there w^re also important American Interests which 
had capital investments in Germanyp and thought of Germany as 
a possible base for Amcrican-ovvned enterprises working for the 
European market. 

The Frfitch Auitude 

The French, as have seen, were not represented at PoEsdam; 
but they^ were parties to the subsequent discussions at which the 
impljcadons oF the Folsdam Agreements were worked out. The 
French had, throughout, a point of view of their owti. So far &om 
wishing Germany to be treated as a single economic unit, they 
were set, npt only on annesdng the Saar, over which they bad been 
granted a temporary control after the first ’^Vorld War, but also on 
detaching the Rhineland and ihe Ruhr from the rest of Germany, 
m such a way as to divorce the productive resources of these areas 
from the German economy^ ITic Rhindand some Fienchmen 
w-^cd to atmex and to incorporate in the French State, w^hereos 
others thought in terms of making it a separate State, under 
j^nch, or perhaps under wme sort of international, tutela^. 
The Ruhr it was not proposed by anyone tvho mattered to annex 
Eo France; but the French leaden did meetly demand its per¬ 
manent severance fraro the German State^ and its reconsdtntton 
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under 1 ntematioiml control, itaVteiourccs^above all /I ti coal—to be 
used to meet the common necdii of Europe. France, thrice overrun 
by tlie Germans, aimed at removing the German meuaee, not by 
^pajioraibation' of the whole country but by permanent severance 
from the rest of Germany of the one area which wa^ capable of 
serving as an cEfective ba^ for a renewal of German nulitaiiim 
under the conditions of modem warCare^ 

Tills French attitude was fiercely opposed by the Russtanst who 
saw in it a plan, not for ihc dcmiliitaTisation of the Ruhr, but for 
the erection of it in to a potential arsenal of Western capitaUsm for 
a future onslaught on the Soviet Union. It was opposed in 
addiUon by the representatives of the United States and of Great 
Britain, who aimed at treating Germany as an economic and 
political whole, and doubted die pracdcabiUty of keeping the 
Ruhr detached firom the rest of Germany except by permanent 
force, whidi would involve the maintenance of a large permanent 
army of occupation. The decbiom reached at Potsdam, without 
French participation, had indeed already prejudged the question 
against making tiic Ruhr a great exporting arca^ except for 
coal; for the Ruhr could not be built up for the supply of 
Europe on the basis of the exiguous capacity for heavy industry 
wliich it was to be allowed to rctaim Moreover, the Potsdain 
decision in favour of treating all Germany, except the areas 
already detached in the East, as a single unit implied that the 
Ruhr and the Rhineland were not to be severed. When the 
French were tardUy brought into the discussions as partners In the 
OccupadoTi of Germany, with an equal ooncem in its future, these 
decisions of the Potsdam Conference nccessaiily came again into 
question. But the Russians, who had on the whole got iSeir way 
at Potsdam, were by no means prepared to have the whole 
question again thrown open; and the Potsdam decisions nomin¬ 
ally stood, though their workability—to say nothing of thdr 
wbdom—came to appear more and more doubtful at every 
attempt to apply them by working out thdr impIlKtlons on 
particular points. 

Tht Fnwitwrr and Induitij 

Indeed, it soon became obvious that the amount of industriiil 
capaoty needed to maintain any given standard of living in Ger¬ 
many CQidd fiDi really be aAcercalned until the new frontiM of the 
country had been definitely fixed, and until it was known how 
£^ny people would have to sutsisc inside them. This second con¬ 
sideration was relevant, bK!cause any further annexations might 
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involve additional traxufera of population to a induced German 
State, Md also because the capacity of the Ruhr to miinta in 
population wm bound to dqjend on the amount and character of 
mduatry that it was allowed to retain. Yet nothing could be deter¬ 
mined on these vital points because there w-as no agreement upon 
them; and the Potsdam decisions had to stand, at least naminally, 
because there was no ngreed basis on which they could be 
revised. 

The future of the Ruhr—and, less csscutially, of the Rhineland 
—th^ became entangled with the entire problem of the rebu'ons, 
political as well ns economic, between Eastern and Western 
Europe. The Russians were set on destroying the Ruhr's indus¬ 
tries while of coutse leaving its great coal industry in being, for no 
one svants to prevent the Rulir miners from producing all the coai 
they can—M> clearly indispensable is the Ruhr coal to European 
industry, wherever the industries that make u« of it for further 
production nmy be placed. The Russians wanted to destroy the 
Ruhr industries, partly because they wanted to cany away all the 
pl^l they could to the Soviet Union, and partly be ca use they 
wished to weaken the military potential of a W'estern Europe 
which they profoundly mistrusted. The French wanted, not ro 
destroy the Ruhr, unless they foiled in their purpose of severing it 
from the rest of Germany, but to place it under an international 
control which would make it, among other things^ a source of coal 
wpply for French industries in Lotraine and perhaps in the 
Rliincland, should that area be annexed to France. The Rricish 
wanted to leave the Ruhr with enough productive capacity to 
help the rest of Germany in paying for necessary imports, includ¬ 
ing those needed for the support of the armies of occupation; and 
dicy frared that, if the Ruhr were to be either destroyed as an 
mdustrial producer or restricted mainly to mining there 
would be no means of preventing the maintenance of the German 
^ple, as well as the costa of occupation, from remaining a heavy 
burden on the British taxpayers, and Dram imposing an additional 
strain, that could ill be endured, on the British halanri- of pay-, 
ments. The Americans havered, favouring now one solution of the 
problem and now another, and throwing on the disagreements of 
their co-partners the blame for their own indecision and want of 
any de^ constructive policy. And, finally, ovmhadowing the 
whole discussion was the cl^ of political ideologies, with the 
Russians everywhere suspecting capitalist plots against the Soviet 
Union, and at any rate some Americans and a few Briddi people 
mafong or proposing exactly the war-mongering manteuvres 
which the Russians took as jusdiicacions of their Irars. 
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77w Occvp^Ii^^ 

All discussioiu took pLicei. not In a vacuum^ but in 

prc$enc!£ of die disoncnied, neiuxitlC} underfed^ occupied Gcr&ian 
people- They made the zonc^ of occupqiidii} ^vhi^ had been 
design^ origwdly as purely military areas, iuto separate re;pom 
of political influence and confiicLing econonuc and pobtical 
policies. It had been contemplated ibat there sliould bc;, at tlic 
earliest possible moiucnt, the fiiilcst ftecdom of trade between 
the ^oucJt in order that the various parts of Germany might 
exchange surpluses for tlicLr mutual benefit. This intention iinplicd 
die speedy restoration of easy comniimicution between the 
3 S Well as of personal intercourse and umfied forms of social, 
eoorkonuc and political organimtiom In part^ it ivas hustrated by 
sheer shortage of the means of transport^ and also by the fiact that, 
over all Germany, it was much easier to find deficits needing 
to be made good than surptiues available to be rachan^sd 
Butj over and above this, it was prevented by political diffcreaces 
^nd by econonuc fHcbons, 'fhe Russians carried into their zone 
of occupation tljcir poHdcal eoncepdons* They were ruthlcM 
m euttirpadug Kazi influences both public lifr and irom 
private business^ and were ftdly prepared to carry this policy to 
the point of temporarily destroying the efficiency of pubbe and 
business administrative machines. On the other band, this policy 
compelled them to proceed rapidly with the improvisation of 
alternative agenda of gov'emment and business control, which 
they placed, wherever they could, in the hands of persons well 
effected the Soviet UtiiniL This led Lhcm to gi^-e large recog¬ 
nition to the Gennait Gotamniust Party and, as this party by 
itself was clearly not enough to give them a suffident bads of 
sopporc, to press for the unification of German Sodalism under 
Gonimuiiist leadership in a single party claiming to stand for the 
entire German workii^ class^ The Sodaliat Unity Party formed 
under this pressure faUed, howc\w, to secure the allegiance of a 
l^ge body of Social I>emocrats in Eastern Germany; and Berlin 
became a emtre of struggle between the rival SneiaList grnups. At 
the lame dn^, on the economic plane, the Rusdans pursued 
ruthlessly thtir own ideafi of reparations and war booty, denuding 
their zone of occupation of livestock aa wdl as of inditsiria) plant 
for the mpienishmcnt of the devastated areas of the Soviet Union. 

In die American rone, policy avos quite diifereni. The 
Americana carried into Gerinany their zeal for the extirparian of 
^nopoly—cqjecialiy of monopoly under foreign controL They 
began atalousiy breaking up TG. Farbcn and other great German 
cartel entcrprijet--*and of course no leas zealoiuly collecting thdr 
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trade icmts and patent for die benefit of American 

mduAtri.i]i$ts. At the same time a KCtion of Amcricim indiistrialbts 
began to canvass the idea of buying up German industries and 
reorganising them as subsidiaries of the great American under¬ 
takings. Pobtically, the Americans' attitude was dominated by the 
desire rapidly to induce the size of their occupying army; and this 
led than to follow an acdi-e policy of transferring adnunistration 
to Goman hands. But, whereas the Rmisians bmli on the Ccim- 
munist Partyp the Americans, occupying a largely Catholic zone 
and hostile to all forms of Socialism, fended to build their polidcai 
structure rather on the foundation of the Catholic Church and 
its political affiliates—with the necessary conscquetice of creating 
a nm structure strongly antagonistic to Cciinmunbm and to the 
Soviet Union. 

lu the British zonct yet a third policy was being followed—if 
indeed it could be call^ a policy in any constructive senses The 
British went much less far than either the Russtatis or even the 
America ns in spelling Nazi sympathisers firom adminbtratlvc 
positions, espectaJly in private buginesSj and much leas far also in 
banding over discietJonaTy ffincUom and powers to Germans, 
This was because they did not relect any particular ekment of the 
German people to use as their agents, and were ^ery slow in albw-^ 
ing any rc-emexgence at aU of political activity, or even of Trade 
Unionism or other forms of popular economic otgamsarioni The 
Briti^ attempted to govern their zone of occupation *'non- 
politically'^—which meant in fact govenimg it niilitarily, and 
matuly through soldiers who were not sclccu^ at all on ^unds 
of pKilitical competence^ or as likely to encourage the grow’th of 
democratic political attiiudea among the Germans with whom 
they had to deal. The result of this policy was to leave a political 
%'acuuin; and indeed^ it was in some respects w‘or*e than this, for 
in ceding to select German collaborators on political grounds, the 
politically unguided British authorities on the spot were induct^ to 
select on grounds of apparent competence or c\^n of *gcndcmajiil- 
nc«’ irrespective of attimde^ and tilts often meant leaving in posi¬ 
tions of authority^ except at die very top^ Nazis or near-Nazis^ 
because they appeared best to imdcirstand the de tails of adminis- 
trabon, or to be technically the most competent persons available 
for the key positions in industry* or because they knew besl how to 
make themselves accommodating to the occupying auihoritirs. 

Tfu Jlbuhn 

This disastrous "non^political’ approach to tlie problem was 
doubtless partly due to the tendency, very marked in home aJTairs 
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in Great Britain, tn bdicrve in the impartiality and «iife of duty of 
the ^non-political* Civil Serviant^ and to think of the taslia of 
administraLion aa needing to be carried out* not by ptirtiKUis of 
any -ism or opinion^ hut by officials judicial enough to implement 
any policy laid down for them by their political juperiors. It was 
forgotten both that the working of this theory in British gervem- 
ment depends on the presence in olTice of pohdeal superiors who 
do stand for a definite point of vieWp and issue instrucUonf based 
on that point of view, and also that, even if a supply of impartial 
administrators could be relied on under the political conditions of 
Great Britain^ their presence would have been a misht in a society 
just emerging from a period of Na^i rule. At any rate, the absence 
of political guidance resultied In each offictr being left to deal with 
the Germans with whom his dudes brought him into contact 
la^ly according to his own bent, with the reservation that any^' 
tiling that suggested that he was ^*ta]dng wiis li^ly to call 
down on him the disapproval of bis military superiors^ and that 
the line of resistan^ was usually that of leavmg esdsting 
German officials and busineaa managers undisturbed, unless they 
had bccnjiarticularly notorious NaziJ, 

One cficct of the British attitude was to give praetically no 
encouragement to the growth of democratic political forces in the 
British zone of eccupation, and in particulitr to set the German 
Social Democrats who were seeking to bring about such a revival 
an exceedingly difficult task. In the Russian zone, and in Berlin, 
where the four occupying powers had each its 2Ciiic of control, the 
Rusriims wnere giving fuU support to the German Communisis in 
their attempt to create a unified German Socialbt Party under 
Communist leadership; and the propaganda in Etvourof this uni^ 
hcation necessarily lapped over into the British zone, and was 
reinforced by taking on the guise of propaganda for German umty 
and the reassertion of Gc^an national mdependenec. WbeHj 
very late in tlie day, under pressure from British Socialist Dpinionr 
the Britbh authorities in Germany began to give some hesitating 
encouragement to the German Soci^ Democrats, this gesture, 
instead of appearing as a spontanecius move to enlist Germao 
democraUc sentiment on the side of German reconstruction^ had 
ah the look of a defensive manoemTe against Rtmian influence^ 
and thereby roricited much of its potential effect. 

The [Vea^ness of British Pdic^ 

No doubt, the British wttn in a difficulty because mudi less 
than the Russians or even the Americans had they any etcar 
notion of ivhat they were attempting to do* They were standing iri 
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ihctMy for the principltir of uiuTorm treatment of Germany and of 
unifii^ action in all the 2ones of occupation. But^ pou-er l«s to gfvv 
practical efifect to Uiis policy, they had ms policy on which tolall 
back in handling the sectional problems of the BridA rone. This» 
however* b an mtC5fether inidccjuate Mtplanation of the negative 
British attitude. The plain fact is that the British Sodalbt Goveun- 
tnent had made up to the end of 1946 no attempt to rebuild the 
British icone on a foundation of democratic Socialism, whereas the 
Russians were doing their beat to impresi a CnmEnunist character 
on the new institutioiLi of their zone^ and the America ns to rebuild 
their part of Southern Germany on the foundations of their con¬ 
ception of capitalist democracy. Yet it Avas abundantly plain that 
such poienti^y democratic elements as oebted in Germany after 
the Nazi collapse were almost pathetically eager to be given a 
lead, and that faOuie to give a democratic Socialist lead w^as 
bound to drive men either towards Communism or tOAvards 
reactionary nationalism in defimlt of any other rallying pointy 

Unifkatton British and Ammcan 

This was the situation^ when near the end of (946, the Biilbh 
and Amcncaus agreed on an economic unification of their sevcm! 
zones. To the Bridsb, this was a welcome relief^ both because ii 
carried with it ^mc promise of an improAfement of the deplorable 
food situation in the British zone, and because the equal sharing 
of the costs of the two zones promised some reduction in the 
heaA^' expense in dollars which the British had been meeting m 
respect of the deficit on thdr zone^ which was the costliest to 
tnamtain. There were fears that unification might mean the im¬ 
position of American ccdnoiuic policy throughouit the combined 
zone, and might stand in the way of the carrying out of the policy, 
more than once announced by the Bricbh Government, of 
nationalising the whole of the heavy industries in the British zone 
and veating them in trustees, to be held on behalf of a future 
democratic German Government. It w‘m, however, announced 
at the cud of 1046 that this policy was to be persisted in despite 
the unificadonj and despite the evident unlikelihood of the 
Americans following a slmlUr policy in didr part of the combined 
zone—even though they declared their readiness to accept 
nationalbation, provided that it was carried through by dcKU> 
cratie consent. 

Tfti Frm:h 

The French refused to bring their zone into the arrangements 
for uniGption. 'ITiis was pardy because they were opposed to the 
recognition of any sort of united Germany until the question of 
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the Western fmmicT had been ^eltlodj and partly because a gOtid 
many Fretichmen still hankered after a solution based on the 
separation of Southern Germany Grom the rest* The French, 
^‘iih characteristic 'fru^lity/ managed to mn their aaac at no 
cost to thctnselvcs, and therefore stood to lose by uniEcadom 
They were, moreover^ determined to annex the Saar area, or at 
any rate to detach it from Germany iind place it pcrmariently 
under French control; and at the br^nnlng of 1947 they set up 
customs barriers between the Saar and die rest of their oivn acme 
of occupaiioru This -rest" consists of one ^Land/ or State^ the 
Rhenish Palatinate, and of n.vo Provinces—the parts of Wurtetn- 
berg and ofliadcn tliat arc under French control. As for the Ruhr, 
die French seemed stih set on opposing any plan that would 
aUow a German industrial rcrival unless it were to be aceom- 
panied by measures which would amount to a break-up of 
Germany. French long-run policy, how'cvcr, remained unpre¬ 
dictable at the begmiih^ of 1947 because of the sheer ji^tabUity 
of the French polidcaL situation as a wholes 

Thi ProbUm ^ Cmnan Unify 

We have seen that the Potsdam Agrecmcnta, wMe they 
excluded for the time beii^ the setting up of any central Govern¬ 
ment for Gennany as a whole, did contemplate the tieatmenC of 
the whofc country up to the new eastern frondcr as a single 
economic unit and also the establlahment of central admini¬ 
strative departments covering the entire area. Up to the end 
of 1946 neither of these provisions had been put into effect. The 
Pfcndh were primarily responsible fbr vetoing any uniBcationi oti 
the ground that this would prejudice their clainis for armesations 
of German territory in the west and for the separation of the Ruhr 
from tlie rest of Gertnanyj; and it seenti ctem* that the Russians 
were in no hurrj^ for a unifiE^ation which, among other things, 
might have involved large food deliveries from their zone to 
Western and Southern Germany, Nor had much advance been 
made up to the end of 1946 towards the declared PoEsdam 
poliqr of bmlding up democraUc self-government in the new 
Germany on a Icxii and regional basis in advance of any attempt 
to mablish a centml German Gm^emment, The Amencaits had 
gone furthest towards iMa, by holdings in their zone, elections first 
for the smaller rural and market iowti authorities, then for the 
councils of the larger towns, and then for the three separate 
'Lands,* or States, into which they had divided their part of 
Southern Gennany. The Americans also created at a fairly early 
stage a German ^nal Council to co-ordinalt action over their 
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jsoiic as a whole. The three ^Stales* into which the Americans 
have divided their zone are Bavaria, Greater and Wurtem- 

hurg-Baden—this last an artihdal unity because the scuthem 
pans of the tWD old German ^Lands' included in it are severed 
trom tlie northern halves and are tn the French zone. Each of 
these American-made ^States’ has now a German-niaiie consti¬ 
tution ofits own. In Bavaria, and in Wiirtemburg-Baden, Catholic 
influenoc is strong, whereas in Grea ter Hesse the Social ticmocrats 
arc the stronrat partyr in all three^ the Germans have much 
greater actual power than in cither the BniLsh or the French 
zone. The American personnel in the zone, civil as well as 
militar^'i has l>een greatly reduced—largely b^use the Ameri¬ 
cans are above most things anxious to get home. 

In the British zone, progress towards self-govcnmient, and even 
towards any delegation of real powers to Gcrnmii nationab, ^vas 
immensely slower, and the rate of development was allowed, to 
a quite startling e^ent, io be detcrmliied by die military 
authorities, A raominatod Zonal Advisory Counclip and also a 
nominated Economic Advisory Board, composed of Germans, 
wire set up in March (946^ but were given no powers. Even 
local government elections were not held imtii the autumn of 
1946, and the division of the zone into ^Lan d s' was not completed 
until nearly the end of that year, after which 'Land* Governments 
were to be set up to prepare Gonsdtudons for the separate *Laiids/ 
on the analogy of what had been done much sooner in the 
American zone. There emerged from the admistraiive reorganisa¬ 
tion of October, 19416^ a division of the British zone into three 
"Lands" and two "Free Cities"—Hamburg and Bremen. One of 
the *Lands^—North Rhineland and Westphalia—^had been so 
formed as to include the whole of djc Ruhr industrial area: ihe 
others were Schleswig-Holstein and LpOwct Saxony, which in¬ 
corporated Hanover, Bninswich and Oldenburg. This left in the 
zone a few small areas of which the status Mras still unsettled at the 
Ijcginning of 1947* The local elections of October 1946 showed 
So^al DemocraU and Christian Democrats fairly evenly balanced, 
with the Commurusts a vcfiy long way behind and a large number 
of small parties also in the lidd. U had by this time become 
tnaniibt that the Gommnnist hid to win over the main body of 
the workers in Western Germany to the Sociaiiit Unity Party, 
which it had forced into cristtnee in the Soviet zone, had fadea* 
and that the Social Democrata were more than holding their own, 
despite the charge, often flung at them, of being the ^stooges* of 
Great Britain. Meanwhile, the Ruhr coal'«min« iverc taken over 
by the British miatccs for a future German Government in 
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pcccmbCT 1945, and tht satnc ^rocm was applied U? the ated 
indiiairy in August 4946, Furtheriinpciidjngnicasiira ofwdaliM 
don were announced in Dcccinbcr 7946, tvhen the unificadori of 
the British and American zonc^ was on the pomt of coming into 
effect, but nt) further positive action w^as token 3t the time. 

Elections in Herlin. in October 1946, covering the areas occupied 
by all four powers, remltcd in a h^vy scthadc for the Commtmist^ 
sponsored Socialist Unity Partyj w^hith polled only about ao per 
cent, of the votes, as a^nst about 50 per cent, for those Social 
Democrats who had rejected hmon with the Communist: Partyr 
Even in the Soviet zone of Germany die Socialist Unity Party, 
despite its strong Russian baching, did not poll quite half the 
vot«, though it emerged as much the strongest parly* In the 
Soviet zone there were no Sodal Democratic candidates^ the 
dissident Social Democrats not being allowed to exist as a parcj^ 
after the fusion with the Communists. The Soviet zone consisted 
at the end of 1946 of three antonomom ^Landa"-—Saxonyi^ 
Mecklenbing. and Thuringia—and two Provinccs--Brandtnbiirg 
and Prussian Saxony* The Communlscs, of eottrsc, w'cre not in a 
pemtion to enforce in the greater part of Berlin, which was 
jointly occupied, the policy of SodaiLst Unity w^hich they were in 
a position to force through in the main Soviet zone of occupation- 

One most important efloct on the creation of the various 
^Lands* in the sepamte zones of occupation was the dissolution 
of Prussia, the old centre of German militarism and Junker 
aristocracy. Prussia, by far the largest of the old German 'Lands,' 
in effect disappear*^, parts of it into the enlarged Poland and 
mto the Soviet Union [T^onhem East Prussia) and other parts 
into sepamte ^Lands' set up in the Russian* British, American and 
French zones* These new^ adminlstraiivc areas, if they are to be 
regarded as forahadowing permanent 'States* of the nciv 
Gcrinany, wih give a much more balanced grouping than w'bs 
possible as long aa Prussia remained a unified State within the 
German Reich. 

Thi 

A great complicating factor—lo give it no harder namc-^wiis 
that of die rediitribut ion of populadDn made necessary by actu^ 
and expected expuldons and Sights of Germans Jkrm the annexed 
areas in the east, and also from Csechoslovnkin and Hungaryp 
into the narrawed space of the new Gemmny. The loss qf German 
icmtoty in the east amounted to almost one-fifth of the total area 
of the pre-Nazi Eiuhi including about a quarter of the total arable 
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area am) between a sixth and a sevcncb of the total popoladon^ 
In November, 1945, the Control Council tstimated that, in 
addition to those who had already fled from the annexed areas— 
put at roughly 5 millions—-provision would have to be made for 
the reception into the new Germany of about 6^500,000 further 
refugees. These were made up of 3^500,000 from Folajid:, 
^2^500,000 from OtechoslDvakia, and 500,000 fifom Hungary. The 
British zone was due to receive^ as part of this totals 1,500,000 
expelled Germans from Poland; the American zone was to take 
1,750,000 Geimntis from Czechoslovakia^ and the Soviet zone 
was to take from both these countries a total of 2,750,000. The 
problem, owing to the acute food shortage, was pecidhu’ly difficult 
for the authorities in the British zone, who had no tueans of fred- 
Ing with even tlie bELrest adequacy the popuiadon already there, 
which included numerous displaced persons and refr^ces in 
addition to the original inhabitants. Something was in ^ct done 
to slow down the inenraion of these further hoi^es of hungry and 
for the most part destitute peisons, especially from Czechoslovakia 
and Hungary; but constant arrivals from Poland presented the 
zonal audiorities with terribly difficult problems, and by the 
end of 1^6 it looked as if the flnal population of the reduced 
new Germany would considerably exceed the total taken as a 
basis for admadng the industrial equipment needed in order to 
enable the German people to live at an ^^average European 
standard of life.'" The irouble vw aggravated because in fact no 
redistributiod of foods toils from the eastern part of Germany was 
accompanying the expulsion of Gemutns from the annexed areaSj 
and almost nothing was bring done to make po^ble the move- 
tnent even of non-mod goods by WTiy of inter-zonal trade- These 
were the reasons advanced by the Americans when, at the Paris 
Conferenoe of 1946* they ajuiounced thrir [iitention of suspending 
further reparations deliveries of plant from thrir zone to tiic 
Russians, in the hope of forcing an agreement about the unihed 
treatment of the whole Gennau problem. 

1 have purposely set down l^ese facts coldly^ without any 
referenoe to me enormous of human suffirring that lies 

behind them. Under the moat fevourable conditions, the forriblc 
transfer of populations nmning into many mLUiom could not take 
place without much suffering and dislocation. Under the con¬ 
ditions of acute food shortage and collapse of the German indus¬ 
trial system which existed in 1946, when die transfers %vere being 
made, these sufferings were bound to be immensely aggravated^ 
even if there had been no element orhatred and deliberate pimish- 
ment to be reckoned with. That this element was strong made the 
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barror of the \vhole afTaii very much greater than it would other¬ 
wise iiave been. 

Apart from the hxutiecliatie hdrmr of the move^ where were these 
refugees to fitid homed hi the shattered iireaii orWestem Gertnaiiy 
io particular^ and how were they to be enabled to support them¬ 
selves 50 as not to bf!f:onie an intolerable burden on the existing 
inhabitanUj or on the occupying powers? The drastic sealing 
down of German mdiMry meant a narrowing—n very great 
narrowing—of the opeiungs for industrial employment^ which was 
also temporELrily further reduced by dislocation of markets and by 
shortage of necesary materials. There w^as no free land which the 
new' settlers could occupy in a country w^bich was for the moat part 
already cultivated with considerable intensity. The new popula¬ 
tion necessarily constituted for the most part a problem of more 
mouths to be fed rather than a valued addition to tbe producti^^ 
powTT of the receiving country^ Under these djcumstanccst ihc 
settlers were bound to be unwelcome to ihc mdsting populations 
of the districts to which they w'cre sent^ as W'cU as a burden to the 
authorities who tiad to feed aiid to provide for them. The full 
ugliness of ihe Potsdam decisions gradually made itself plain; 
and the German problem^ bad at best^ lookecl worse and worse of 
more refugees contmued to pour in, and there was still no basis of 
agreemetit among the occupying powers about the future of Gcr* 
many as a wholci or aboni; the *wholc' that was to be the new 
Germany—for the ikte of the western frontier remnitied a matter 
of unresolved dispute. 

FrtffitiifS ami Ouipuls 

The central probiem^ as wt have seen already, was that of the 
Ruhr. Or rather^ there were two intertwined problems—that of 
the future rciationship of the Ruhr to the new Germany, and that 
of the amount and type of production that was to be jdlowed* 
Obviously^ the sensible course would have been to decide first 
what the political fate and the future status of the Ruhr area was 
to be, and then, in the light of this decision, to settle what indus¬ 
tries it ^ouJd have and for what markets they^ should work- 
Unl^appEy, the problem was tackled the other way round* At 
Poud^, the British, Americans and Russians, in the absence of 
the Frenchp appear to have asstimcd that tbe Ruhr was to form 
part of the nev^r Germany which, it was agreed, should be treiticd 
Os a single economic unit. This, however, was only ossunied: it 
^vos not decided; it could nut be decided in the absence of France^ 
from the CSonference, It was, however^ decided^ on the basis of 
this unsettled assumption, to apply to the Ruhr the drastic 
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scalidg-down of German iadufiria] capacity; and iho subsequent 
discussioiis, itrsdng on the Potsdam dedsinns^ feed tbe future 
steel output of Ccrmajiyi including the Ruhr^ at the extra* 
ordinarily low level that has been mentioned earlier in this 
chapter. This, as we have seen, prejudged the issue of the future 
use of the Ruhr; for the decisions^ if they were carried out, meant 
that the area could no longer play any important part as a 
supplier of Europe with capital goodSp or even of ated for makiog 
such goods ebewhere, lo effect, it meant that the Ruhr was to 
become mainly a coalhdd working for export—hut even this 
it could not be while the workers io it were kept on a starvation 
diet, with neither the physique nor the spirit to do a good day^s 
work. 

The Ffench^ however, did not accept the Potsdam decision^ 
implied rather than definitely stated, that there were to be no 
important revisions of Germany's frontiers in the West* and that 
the Ruhr was to remain, both politically and cconomicalSy, an 
integral part of the ae\y German State. They eontinu^ to hanker 
after its detachment from Germany, induding political sever¬ 
ance as well as international tontrot of its economic use. On both 
these points they met with opposition from the three Pbtsdatn 
powers; and in retaliation they vetoed any attempt to set up a 
central German administratjon to unify the various xoncs of 
occupation. At a late stage Mr. Bevin, while he cootmoed to 
dccl^ against any political severance of the Ruhr from the rest 
of Germany 1 stated that he was not hostile tOi international control 
of its economic life; and M. Gouin^ then Socialise Prime Minister 
of France, responded with a speech which seemed to ofrer 
prospects nf agreement bctivcen Great Britain and France on this 
basis. M. Gouin^ however^ was at once repudiated by a majority 
of his Ckialjdon Cabinet; and it has of course to be home in mind 
that Anglo*Frcnch agreement would not necessarily command 
either American or Rusuan consent. 

Tis ConJmi of thi Ihihr 

Nevertheless, Internationa] control of fhe Ruhr does surely hold 
ont much the hc^X prospect ofa tolerable settlement of the German 
problem; and there does not seem to be any valid reason why the 
British and the French should not be able to come to an agrees 
ment on a plan which, without severing the Ruhr irrevocably 
from the German would provide not only for economic con¬ 
trol under international auspices^ but afro, temporarily, for dis¬ 
tinct political adiuiobtration. The Russians atid die Americans 
might not, at first sight, like such a scheme; but, if it proves 
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impossible to rc^ch a ^nerolly agreed plan for the cJ 

Gennajiy, the responsibility for deciding what to do in the Rohr 
must fall mainly on Great Britain as the occupying power—jiwt os 
the main responsibility for dtxiding what to do in their £OZ» Mh 
on the Americans^ the French and the Eus&iaAS. This remains true 
even after the Bridsh and American mnes liavc been economicBlly 
uniikd; for this limited unification has not dricmilned what thdr 
future is to be. If the qustion cannot be settled by agreement^ it 
must Dcvrrthdess be settled somehow: it cannot ot lell hangmg 
LndcBnicely without any deculon at all. The British^ if they could 
find a basis for agreement with die Frenchj could mSII in the last 
rcaori Set up an Anglo-French control as a provisional r/gitnCp in 
the hope and cJtpcctadoti that the half-accciTtiplished fact would, 
in tlie absence of any practicable alternative pl^p make it possible 
to widen, che basis of this control so as to make It realty inter- 
national. 

On this general issuc^ I make no apology for reprinting here 
what 1 said in a pamphlet which I published in Aprils Some 

F hrases in the following extracc may *datc"j but I do not feel that 
could improve on my statEment of the case for an Anglo-French 
policy for the Ruhr area by writing it out aJresh. 1 therefore 
append to this chapter the rdevant section from my pamphlet.® 
Thr unification of the ^tish and American zoti« has made it 
more essential than it then appeared to do anything that can be 
done to secure American partiripadoti in the policy proposed^ and 
that in turn makes it more important to secure Soviet partidp^* 
tiou as well. The ricadcr, in considering the next few pages, jnoit 
make what allowances he thiiiks necessary for these factors, which 
have developed since my pamphlet was written. 

I iaboa^i Fdnr^ Puyiifacf! by the StoHinum and In 

Aprils ig^ 
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ApPENPfX 


Ths PrMem of tho Rukf 

The chance of getting Soviet supportp or at least of weakening 
Soviet hmtiLitf to the very notion of unity in the West of Europe^ 
depends on hnding an aixeptable solution of the probicni of Ger¬ 
many. Until the collapse of the German Rdch^ the real istic way of 
thinking about Europe was to regard it as a rrinity—of East, West^ 
and Centre—with Uic Soviet Union holding the prodomlnance in 
the East, France and Great Britain together in the West (but with 
Great Britain only haJf in Europe, and with France therefore 
holding the key position)and Germany in the Central Region. 
That way of loolldng at Europe is now obsolcteH There arc left. In 
fact of the German collapse^ only two key Regions-—^East and 
West—and in the Centre a great void into which Eastern and 
Western influences are bound to e?cpand. The expatision of the 
East has already occurred in the detadiment ofLi^ areas litim 
Germany and their attachment to Poland and to the Soviet 
Uoion^ Ofl well as in the relatlods that have been catabUsbed 
betivocn the Soviet Union and die new r^mes in Qeechoslovakia 
and Hungaryj Bulgaria^ Yugosbvia and Rounumia. This leaves 
certain key areas of whJcli the destiny is gtilJ to be decided— 
notably the Ruhr-Rhindand area of Western Germany, and the 
rest of the country^ industrialiy much less important, but 
threatened with intense presatire of population on account of the 
i^ow of displaced Genmns from other area# and of the restric¬ 
tions likely to be placed on its economic devdopment. It also 
leaves Greece and Austria, 

The critical question is that of the treatment of the two areas of 
Cemmny, HiihertOj Bridah sentiment has on the whole favoured 
the preservation of the unity of Germany, minus the areas already 
Seriated to Poland and the Soviet Union, ^ and has recognbed 
that the inhabitants of ihb united Germany must be afforded at 
least the bare means of living in a civiiised way—which means 
allowing them to produce enough industrial esqjortSi over and 
above anything that may be claimed os irparadooSj, to permit 
them to buy raw materLils and other ncccssariEs on a substantial 
scale from abroad. Soviet policy has been hardcTi and has 

^ And pedupt oho cninw the 
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demanded a draslie scraling down of German indu^inaJ i^apaelty 
as the only firm ossura^ioe Eigainst a. revival of the danger from 
German militarism. On the qtitstion of Cerman politi^ unity 
tlie Soviet Union, as far as 1 knoH^ has taken no clear stand: its 
policy appears to have been rather that of trying to strengthen 
German Qommunism in the Russian zone of occupatjon, thorn 
committing itself about the political future of Germany as a 
whole, but so as to allow the German Communists to preach thur 
Communism as a u^y to national reunion. French policy has 
lutherto taken a third line, with the demand that the Rhineland 
be severed Irnm Germany in the West, and that the RuFtTp if not 
severed, be made subject to some sort of special international 
rt^ime which will prevent its rcaourcea from beipg used to bring 
about a foimidabk revival of German heaw industry and will at 
the same rime make some sulntantial part of these resources avail¬ 
able for eommoti European use. 

If there is one thing dear, it is tJiat no sort of unity is possible in 
Western Europe except on the basb of an agreed policy about 
Germany. As long as Great Britaid and France differ, or £ul 
positively to agrec^ in their German poliqyp all talk of West 
European unity in anything that matters is bound to be fruitless. 
Accordingly j if West European unity is durable, tlie first essential 
task is to reach a common policy for the handling of the German 
problem. What should such a poUcy aim at, and where is it 
to begin? 

Thi Ftdun 0 / thi Ihihr 

It must begin with the Ruhr and the Rhinelaiid; for these are 
the key areas. First, then, what is to be done about the Ruhr? 
There are several possible answers, z. The Ruhr could be left, 
or made, a desert Nobody tvants quite this} for everybody 
recognises that the Ruhr coal is indispensabk to European 
reviv^ and long-run proaperity. a. The Ruhr couM be developed 
for the production of coal and such other raw matenals as it 
possesses^ but could he denied all manuJacturing Industries, nr 
at any rate all which, rest on the combined use of coal and iron . 
Not many arc prepared to go to this lengthy for it is ra:Dgniied 
tltat It would impoverish not only Germany, but a Large part of 
Europe, which rxjuld not equip itself to use the crude products of 
the Ruhr economically if they had all to be transported raw for 
processing elsewhere. 3. ^Fhc Ruhr could be allowed to dcvelc^ 
Its metallurgical industries as well as its coaJ^ but only to the point 
of producing scnji-manufaciurcs for fin^bing in other countries, 
and not so ns to have any finbhing industries of it* own in the 
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ntiginccring nmgc. On this hs^h, Germany vtmuld 
export atrcl, but would have to import finished steel goods, includ¬ 
ing machine tools and manufacturing plant of every kind. This 
policy has more supporters; but there arc sharp dilTcrcnces about 
the quantity of steel the Ruhr should be allowed to produce, even 
if it is denuded of finishing industries. The Soviet Union hns 
pressed for a veiy^ severe limitation of raw steel output—so severe 
as to leave no surplus at all available for buying imports; for even 
if the steel were exported for finishing, it would all have to be 
bought back in manufketured form to supply Germany's internal 
nce^, and clearly it could not be so bought hack became there 
w’ould be no meam of paying for iL 4. 'Fbe Ruhr could be allawedi 
or could be allowed to idiarc with the rest pf Germany, a finbhinK 
capacity adequate to meet its restricted! internal necds^ except 
where particular finishing processes sverc sdJl forbidden on 
grounds of security j and it could be allow^ed In additinn a quota of 
semi-manufactured and fully manufactured metal products for 
export, in order to be able to meet some of Germany's import 
requirements ftom this source. Here again quantities arc obviously 
important; and dm policy toe may mean very diffcretit things 
according to the alternative ways of fiUing in the Egurea. 

Thi Ritkr Industnes bt PirTrmnfntlj Dtsfwyid 

If We ask ourselves which of these policies is best, it is surely 
dear tliat no answ-er is possible unlesa certain other qtiutions have 
been anstvered first. Tberc must be a policy for the future of Ger¬ 
many before there can be any satisfactory way of dealing with its 
immediate problems. Now, until only a little while ago, mofc 
people who counted themselves in Gxeac Britain as standing on 
the progressive side took it as almost axiomatic that after the &U 
of Narism there would somehow emerge a united dcmocratk: 
Germany which would in due course join the family of Europe^f* 
nations and w'ould find its place in, or in intimate conoeCtion 
with, Western Europe. There were no doubt dark suggestions that 
failure to recognise and provide for such a Geimany might pro¬ 
voke a Communist Revolution and throw the Germans into the 
sphere of inffueucc of the Soviet Union. But the idea behind the 
attitude of most ^progmstives' was that this ought to be stopped by 
giving the fullest po^ible aid to a revival of German democracy 
on West European Hnea, on a basia of German drmix:ratie unity* 
This polkv has now become clearly unrealisabic in any complete 
sense, with the severance of large areas jn the East frtim the 
German Rtufu At least, it has Isccome unrralisable without 
aDotiier war; for it is no less certain that Poland and the Soviet 
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Union will no{ ^ive back Uic areas they have annexed and are 
now busy coloiusing chan that a democratic; Germany shorn of 
these areas and g$v^ m afkrmtipe miaru qf ^t/~fxpf€sswn would be 
likely to make their recovery one of its main national otajcctira. 

Is a Uniiid Germany Possible? 

If this Interpretation Is right, it folJowi that the accomplished 
fact ID the east has turned the policy ofre-cixating a united demo* 
cratic Germany into something very dlfTerenC from what its 
advocates intended It to be. It w^as meant to create condltiotis 
under which GcmLany could become a contented member of the 
European familyi conscious of having been generously treated^ 
and having no national gncvanccs dying for redress. But as 
matters stand nowj any attempt to reunite the rest of Germany 
under Wcftern auspice would not only look lik^„ but iivould 
actually bCf In clTect, a raising-up of a powerful new force 
antagonistic to Poland and the Soviet Union* and therewith of a 
potential threat of war. The Soviet Union and Utc Poles would 
certainly understand it in that sense* and would altogether refuse 
to liand over their zone of occupation in German v W'cst of the new 
frontier to any Goman State reconstituted on these Lines. 

In these circumstances* can it be right to work for German 
unity* up to the new jronfJer in the East—at any rate in the near 
future? 1 say no—not gladly* or without having hesitated long 
before cotning to a conclusion, but t|uite positi\'rIy and with a §rm 
conviction of talking senscK I believe that, in the existing dreum- 
stances* the French are right in wishing in some way to detach the 
Rhineland and the Ruhr from unilication with Central 

Germany* and to handle the immediiitc problem of these key 
areas as a distinct issue. 

Ecnncmic Inuis in t/iff Muh 

The immediate question: is primarily economic—in the sense in 
which economics and military security are closely intertwined^ 
^rhe reason why so many people wish to destroy most of the pro-^ 
ductivc capacity of the Ruhr and Rhineland industries is the lear 
that, whate\'cr safeguards may lie imposed in order to prevent 
these industries from scrying as a basis for Cemmn rearmaraent* 
there can in the nature of tytigi be no assurance that these safe¬ 
guards will hold good for more than a limiicd period* Tiie Ver¬ 
sailles Treaty^ it is said, W'ai of no effect in preventing German 
rearmament after the Germans had got a Government dctcr- 
mined to defy its pitnisions* May not the jiame thing happen 
again* if a united Germany* up in the new frontieis in the £^t* is 
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allowed^ to cihoos^ its own Government, and fmdi the intaci 
economic power of the Ruhr and the Rhineiand once more at Its 
command? 

So stated, the danger appearH evidently reaJ; ftir there can be no 
nMurance that a Germany endowed with demotratic forms of 
government will in fact observe either their letter or thdr spiritj or 
will not Bill hack in to the mood of aggression—V^speciatly if the 
Settlement in the Bast has left the seeds Ibr a pro^iaganda of 
revenge and recovery. Yet the way of meeting the danger that 
involves the dcstmction of the meat productivT legion of all cop- 
^ental Enrc^ is surely not to be taken unJess it is clear that there 
h no altematiA^ that will give equal, or greater, security. Rtmcm- 
even the radical destruction of the Industries of the Ruhr and 
I^ineland cannot prevent these areas iriim continuing to 
places wherej on economic grounds, great concentrations ofindus- 
^lai production ought to be. They grew as economic centrw 
because they were well fitted to be economic centres! thetr pm- 
ductlon can be wiped out, but not the potenEmlity of its rrstoni- 
tjon tf the restraints upon its tcde^'clopment should be in future 
^taxed or removed. It is impossible to vl5uaijse a self^go^'cming 
Germany of the hituns, when the of the United Nations lo 
Occupy the country has dtsappeared, not scttjiig about the re¬ 
establishment of these great industrial centres—not necessarily for 
rearmament (that w'ould all depend), but in any com for the 
improvement of German staivdaAU of hfc. 


7 ^ Ruhr FrcBifm /jiwftiw the Germm Prf^tem cs a H^holi 

^ The destruction of the Ruhr and Rhineland industries ^Kinnoi, 
in the nature of things, be maintained as a penjiitnent policy; for it 
a ui the long run inconjiistetit with leltgovcnimciit, which 
\x restored sooner or later, even tflt Ja refused for the ume. But, on 
the other hand, ii would be altogether too dangerous to hand 
these great centres of heavy industry, and therefore of potential 
rconi^ent, bade without any rratnetiot] on their usetoare- 
uwted >i\estern and Central Gemany which would be bound to 
B recovering the lost provinces of the German 

Jim/i, d not of more than that, should it see a chance of success in 
return. TTiis ii thr dilcmnLa^ aiid^ after much 
thought, 1 can see but one way out of it—which is. that the Ruhr 
and perha^ the^ Rtiincland also shall become, in econoniic 
respects at least, internationalised areas under the control of an 
international authority specificaUy directed to develop iheir 
resources for the coounon benefit of ttic European peoples. 
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is Fartilion Fl'rfln^? 

But ihkf it wlU lie obj«!ctcdj involvia a further paititioii of 
Germany, beyond the Kwranee of Ga^fj-inhabited icirjtorle* 
that has alrcad^r ocemred in the East. It iuwlv'es floutm^ the prin¬ 
ciple of imtioiiil sclf^eterniimtlon and unity, and Aibjccting an 
undciiiably German area^ inhabited by many millipm qf Ger¬ 
mans, to alien contml. It b easy to make a ease against the poUcy 
on these lines; but I am not convinced by it. If, by foUawing the 
principle of national unity and self-dctermifiadon to its li m it—-as 
far as it can be w followed in ikee of the accomplished lacts in the 
East—we shajf in (act, be laying ourselves open ^rithin a few^ years 
to a repetition of what happened after Vdiailies;, can it possibly 
be right to act in sudi a way? The plain truth is that^ even after 
the German losses of men and territory, thene are still too mnny 
Germans and foundatiom for too strong a revival of German mili¬ 
tary powi£t for it to be aaJe to re-create a fuUy sclf-govcraitig 
Gemi^y^ including the Ruhr and Rhineland^ under a single^ 
sovereign German Goveimncnt-—that is, unless we can honestly 
fed chat the world has advanced far enough in the arts of inter¬ 
national friendship and co-operation to rule out the %'ery possi- 
bihcy of another ^^•ar* 

I do not like saying these things; th^ hurt me. But they muse 
be said if British policy at the present juncture of world afEtin is 
to follow a sensible coune. It will be no kmdncss to the German 
people if, taking our stand on the principle of nationjil unity, we 
go on tq argue that German unity can be made lolcrably sale for 
the rest of Europe only on condition that Germany is kept per- 
tnancntJy iwor, and denied the opportuniw of usmg the great 
tajenu of the German people dthcr for their own benefit or for the 
Vtforld's. A permanently pastoraliscd, artifidaBy impoverished 
Germany is not consistent w-ith real German scF-gov^cmmenl, and 
is coosisEeiit with German unity only on the assumption that it is 
to be the unity of lasting eoskvement^ 

*rk£ Casi for TanfHtFiS^y Pdrtitim 

Ifl however^ wc cannot tolerate German unity except combined 
with slavery (whicli our power and wDl to enforce for long am 
vc^ doubtful), is not some sort of parti tion, at least for ihe time 
being, infinitely preTcrable, from the standpoint of the Germans os 
well as from our own? It imtilves, no doubts the persistence in 
Germany of outraged national feeling; but will eucIi frelings be 
stronger or worse than the feelings likely to be aroused by the 
attempt to impose economic tlavcry on a united oonntry? I 
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think nntj and they wUl be at any rale Ear less dangerous^ if 
we can succeed, m the Ruhr and in the Rkinrland^ in treating 
conditioiis which will help to make such feeUngB less biticr^ 
and to provide an allcmative focus for popular loyalty and 
co-operadoD. 

This b, indeed^ the cmx of the whole piobletn. If we 
uationalise the Ruhr and the RhLneland and set their inhabitants 
to work full steam ahead for the beneBt of Europe as a whole—of 
course, including all Germany^—can we create among the people 
in these arras a fcdlng^ not of being exploiied and enslaved by 
alien pov^-ers, but of h^g given a chance of partktpatbn in * 
common enterprise in which they, as Germarui^ can cooperate 
without losing their self-respect? 

This is what I believe we must attempi to do. But I am eon- 
vinced that it can be done only on a broadly SocialLit basis, I do 
not want, in any formal or Consdcutional way, to declare the Rulw 
and the Rhineland severed from the rat of Germany per¬ 
manently, or alienated, even temporarily, from being parts of 
Germany. I want their citizens to be able to continue to think of 
themselves as Germans, ^rithout having to thinW pf themsdves as 
rebels as well; and t want them to be governed, in their internal 
aHhiiSj by German citizens of their choosings subject only to tbc 
overriding control of an Intematiomil Oommission ofv^ the use 
of their key economic rcsonrcei. Indeed, I want them to thiiik of 
theniseb'et not merely as Gemnans, but as constituting the real 
nuckus of the Germany of the future, which will some day 
become politically reunited in a full sense ^vith the central 
German lands—but to think of tbemBrives in thh %vay, not apa^E 
from the other pcoplia of VVeatem Europe, but as the partners of 
these peoples in building up a closely co-operating group of 
countries on the foundations of liberal Socialism* 

Can I hope to make my meanhig plain? It b wrong to think of 
breaking aw-ay the Ruhr and the Rhineland from Germany, 
because they am part of Germany, and nothing can alter that 
final fact. But it may be right to treat the Rhineland and the Ridxr 
as the esscndal nucleus of the new liberalised Germany, ^Tid not 
to cimdernn these areas to economic devastation on the ground 
that we cannot take the risks of allowing them to develop their 
resources as part of the resources of a united Germany that mighL 
easily cherish hopes of a war of rcii'cnge andj if it were in such a 
mood, could by no means be huiJt into the structure of a free 
Emop^ federation of the West, foundtd on the principlo 
Socialist construction. 


766 



Th^ Cast R£^tatrd 

^Vhat I am arguing ii this, [i) Nobody dafcii Ei^ for the present 
the danger of a reunited Cettnany act from economic featric- 
tions and from armed control by the Uni led Nations, (a) There- 
forct for the presentp pLms for a united Geimany arc also 
necessarily pl^ for a Gennany kept artiEciaily weak, im¬ 
poverished, and enslaved. (3) The cuTorcenient of a settlement of 
this sort vrould impoverisb not only Gennauy but all Europe; for 
it h impqiasibJc to destroy Europe^s greatest centre of induslrlal 
production vtithout this result (4) 'Fhe Rustians will certainly not 
coH^perate m aJ leaving German unity on any basis that does not 
involve impoverishment: nor Tivill they evacuate tlie areas they 
now occupy on terms thru will leave GWmany united unless they 
leave it devastated as wtrlJ. (5) If the control of the Ruhr and the 
Rhineland were treated as a distinct problem^ and these areas 
were brought under an economic control which would be 
instructed to use their resources for the common benefit of 
Europ^induding the Soviet Union and its associates in the 
East—it might be possible to secure agreement on a policry which 
would allow the productive resources of Western Germany to be 
conserved and restored, instead of being destroyed on grounds of 
European security, (&) This would involvt leaving Central Ger¬ 
many for the time being something of a polidcaJ vacuum, and 
leaving its citizens to make the best of what they \sould feel to be 
a bad job—Tor they could not be expected to like a solution which 
w^ould involve an economic frontier be I ween Central and Western 
Germany. On the other Iiand, it would remove the dilikiilty of 
allotving Central Germany to develop its own self-government 
almost without restrictions* because, holding effective jjower 
neither in the East nor in the West and compelled to fricc urgent 
problems of sheer stibsistendc for the inbabitants, any Goveim- 
meat established in it couM not lje dangerous, cither to die Soviet 
Union or to the West, or provide a point of focus for intrigues 
that %vould threaten another war. 

It may be argued that the policy here proposed would be hard 
on Central Germany. But I do not tliink it need be any part of our 
policy to be soft, beyond assuring to the Omnan peoples the 
means of Living, at a tolerable standard, as well as the hope of 
hving better in the fiittire and of bcconuug in dtic time full 
members of the family of self-governing nations. I maintain^ more^ 
over, that it is much l«s hard co condemn a section of the Gasman 

H ie to a temporary limbo than to condemn them all, and 
er dial tJic treatment meted out to a Central Gertnany of 
wJiicb the rest of Europe has no cause to fed aiktid is likely in 
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practice to be a good deaJ leu hard tiian Mi liat vdil ^>e me led out to 
a GcmiaDy ^vhidi Lu neighbour^ In East and West alike will fbcl 
under a necc^ty of keeping artificLaJiy weakened to the utmost 
because it it still potciicJidly so formidable in a military sense. Nor 
is there any reason whyp imdcr the pUn here suggested^ the people 
of Central Germany should fare any worse iMn the people of 
BavaTl% or of the other "Stato* into which the Americaii zone haa 
been broken up. 

d Plan /or iVtstfru Gfmmj 

1 shall not have made my meaning dear until I have capLilptd 
more positively what 1 do w^ant to see done in the llhincland and 
the Ruhr—or^ let us sayt first of all^ m the Ruhr, because that b 
economically the key region. Very well, then, 1 wanti for the 
Ruhr, an mtemationally appointed CocmnisiiorL of Development 
and ^ntrol, specihcally instructedi to de%^clop the productiou of 
the region to the Mleit extent that can be made consistent with 
the absolute proklbiUou of armament manufacture or of the crea¬ 
tion of the complex of finishing industries tliat would render 
resources, readily comertlblc to warlike purposes. 1 want the Cotn- 
mision to be instructed to develop the Ruhr^$ resources as am 
inicmntiunal asset, and under the Collective oAvncrslitp of the 
Ckimmission itself^ as trustee for the participating countries^ 
which Germany as a whole should from the outset be one. I w^aot 
the Commission to plan the output of the Ruhr from this stand- 
points and to have exclusive concml of aJJ the key industries in it^ 
and of course therewith cxclusi^'e control over ail imporu of ra^v 
and seml-finMied materials into the area. I want the Cotmnissionj 
just as f^ as n^y be necessary for these puqxws and no farther, 
to exercise political as well as econoinic control with a German 
RcgiouEd Govemmeni responsible for regional legislation nt>d 
admimstration in all other fields and for the supervision of demo¬ 
cratically chosen local governmema. 1 want the Ruhr, while this 
regime lasts, to have m common political institutions with the rest 
of Germany,1 but to have the fuUcSL fiieedom ofculiuml associa^ 
don and persona] movement for German dtlxcns across the inter¬ 
national frontiers. 1 w^nt the Ruhr workers to be fire to belong 
to the same Trade Utiions and oth^ demoexade associadocu^ ^ 
other Cermans, and^ if they will, to the same political parties- 

Sowt Piirtidpciion w lAf Corttrtd 0/ Gfrmai^ 

^rhe objective underiv'ing this policy is, of course, that of draw¬ 
ing Western Germany into close economic partnership with the 

1 Eicc^ UukE tHw GD\winiCEiti ofatber paru of Cemuiiiy, » welt 9% tb*tof 
Wcficm Gemmny, theuM be idvca ican on the coQtn^liiqg OommUiioiii 
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rest of Western Europe, to wbieJi it 13 dosdy linked by its past, aiici 
of doing this on terms which wLlJ give the Soviet Union and its 
neighbours in Eastern Europe a share in the control of the Ruhr 
through the International Commission and in the fruits of the re- 
de^'elopmcnt of the Ruhr industries under the propotmi intcr- 
nadonal cemtroL I am not proposing that the Commission for the 
Ruhr should be controlled by titc countries of Western Europe 
aIone» because any such plan ^vould necessarily arouse the intat 
%dolent oppoddon on the part of the Soviet Union, Economicallyp 
the devdoproent of the Rulir and its induitries must be made a 
matter in which all Europe has a recognised interest; but cul- 
turahy the tendemzy of the plan here put fbrw'ard would be to 
bring the Ruhr Germans into praede^ co-operation with the 
countries of the West* and to make pcissible the evolution in 
IVeslcm Germany of a new liberal Socialist order that would 
prepare the way for cLoicr relations in the future. 

T74f Futuri qf JfVj£prji —A SrnntnoJj 

So far 1 have been lepealingp with only a few^ very small verbal 
changes, what I wTotc early in Naturally^ the situation 

looks a Ettle diffeient now—cspeci^ly since the agrttment for 
the unification of the British and American zones, and also in 
view' of Russian statements suggesting a readiness to modifv the 
Potsdam decisionij and of a modificadon of the French attitude 
in face of the evident to tendon of the other occupying countries 
to insist on some sort of German unifreadon as a final objective. 
One effect of these devdapments has been to make it more 
probable that^ for some time to come, German unity will be 
allowed only in the form of a loose fcderationi under supreme 
Allied controi, of a number of separate "Lands* into which the 
zones of occupation have been divided^ Under this system each 
*Land" is bring equipped with its own Cemsdtution^ in which a 
reservation is made,^ in somewhat vague termss in respect of 
powers to be exerds^ at some dmc in the future by a central 
German State. Obviously* the plan which I have suggested for 
the Ruhr could be fittM tn fairly eanlv to this transitional 
structure. The Ruhr, orgatUKd as a "Land," would have for the 
time being a Constitutioti that would assign large cconormc 
authority to the proposed lotcmationaJ Commiulon, but would 
be able, subject tn these rescrvattoiB* to play its part in the 
development of the central, federal institutiotia of the new 
Germany. Something of this sort has perhaps bcHi in Mr^ Bevin^s 
mind in the hints Uiat he lias thrown out from time to time about 
an internationai control of the Ruhr industrial area, 
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In the light of tliest later developments 1 now proceed to 
sununarbe the proposals which are made in this chapter^ as far ai 
they deal witli the economic future of Western Germany. What I 
have suggested is broadly as foUnw^: 

(d) that the Saitr should be de&nitely detached from Gerroany 
and attached to Francej perhaps in the same sort of relationship 
as exists between Belgium and Luxembuig^ 

(^) that the Rhineland should be permanently de^mBitarisedf 
and should remain under military occupation for a period of 
ycarSj es^n if the rest of Gcrtnany ceases to be occupied^ 

{«) that the Ruhr Industrial arca-i while remaining pohdcally 
a part of Germanyp should be made subject^ in economic 
matters^ to an International Ckmirol Commission, on which 
Great Britain, France, the Soviet Union, the United StattSp 
Belgium and Holland^ should be 

presented^ 

(rf) that tile Commission should be instructed to dci-elop the 
mdustnal resources of ihc Ruhr in the common interests of the 
European pcopli^, and, while taking eflTective steps to prevent 
any use of these resources that ml^t serve as a basb for re- 
aimament, should be free to make full use of them for supplying 
the needs of European markets as well as of the German peopkr 
^ {<) that the French should be guaranteed a generous share 
in the coal produced in the Ruhr^ as soon as output rises above 
an agii^ mirumura level required to stimulate German 
economic recovery; 

{/) that the basis for the International Commissioii's 'wrjrt 
should be that the coal-mines and the other basiq industnes of 
the Ruhr should be ownesd by the Conuniasion ilsdlj as truitce 
in the first instance for the coniraUing States and ultimately for 
the German people, and should be worked either directly by 
the Commission or by Boards appointed by it, and not for 
private profit; 

(i) that the net proceeds of the Ruhr’s industrial exports 
mould be applied in agreed proportions to meeting the cost of 
imports into Cennany and to paying for a limited period 
reparations in Heu of any fimtber removal of plant (except 
plant) from Western Germany as reparations; and finally, 

[n) diat there should be a complete economic unification of 
i,' t>f Cettrmiiy, on the Unfa of the uiuficatioo 

achieved at the end of 1946 between the British and Amencim 
zones, subject only to the separate control to be cxcuriscd by 
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tht Inicrnstiodal Coiuiiiiuiaa In ihc Ruhr, and to ibe spvcrajicc 
from Gcrmajay of the Saar in the West, and of the areas occupied 
by Poland and the Soviet Union in the East, and to any frontier 
rectifications agreed upon to meet the claims of Holfcnd and 
Belgium. 
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V 


EASTERN AND CENTRAL EUROPE 

The entire aiTirATiON in Efistcm Europe; remains JO 
dLfEculc to interpret mlidcally that I propose to say but little 
about it in this bwk. Economicnlly^ the needs of the whole nrgjchi* 
are plain; and I have done what I can to put them clearly b«ore 
the reader. 'Fhe countries of Eastern Europe stand in need of a 
vast investment of capital for the unprovement of their agrt- 
cultural methods, for the development of roads and transport 
icrviccs, and for industrialisation,, especially wilh a vieiv to 
Supplying more of their own needs for the simpler kinds of con- 
sumcEft^ goods. A considerable part of the capital required 
these purptiscs, as ^vell as for the improviment of health and 
edueadonkl services, they will have in any ease to provide out of 
their own resources. But^ if their development is to be at all rapidt 
they must receive substantia] help ftorai abroafL in the form of 
loans or investments Irom the more advanced countries. 
To atiempL rapid development In the absence of such help 
would be Very much border for tlicse CDuntries of Eastern Europe 
than it wiis for the Soviet Union* because they are densely popVi" 
lilted and have no free lands w'hich they can open up and much 
[ess dtvcisilicd natural resources available for eaEploitation. 

So far the position is clear. But it gives rise at once bo a 
difficulty. The mobilisation of home resources that is a necra^ry 
condition of successful planning can be accomplished^ or even 
attempted, only by a really strong Govcmmeni, prepared to inair 
a large amotint of unpopularity not only with the old ruling 
classes of the countries concerned^ but also with most of the 
better-off peasants and with a large section of the urban middle 
class. The indispensable condition of pLanning for economic 
development in these backward countries is that ihere shall be nO 
waste; for there is so Uttle real surplus that can be spared fot 
Investment from current consumption that every ounce of it must 
be put to good use. The better-off peasants, however, will resent 
any policy that h based on abstracting ilieir surpli^ for meeting 
the needs of the Landless or the costs ol' government works of 
development; ajid their discontent will be c^cploitcd by evciy 
group bdonging to the old ruling or well^o-do classes. In these 
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counlrics, exploimtion of the poor by the rich kas existed kidicrto 
rydeed and unashamed. The niKng daws, or nnost of theiih have 
simply not regarded the main bwy of the people aj men and 
women possessed of fijndamcntal human lighi^t and they have 
taken as a law of God and nature their ovm right to live sump^ 
tuously on the incomes which they have exacted fi-om their 
tepanis and dependants. The urban middle class, smaU in 
numbers^ has also been accustomed to standards of lividg not 
merely much higher than that of the mass of the people, but based 
on a quite dlfrcrent order of life; and this class too has hardly 
questioned its qwn right to live at Wcsteni standards amid a 
depressed population wtiich it has not regarded as sharing a 
common civilisation with itself 

In thc« dreumstanoes, large secdons of the ruUng and middle 
classes wiD be ready to resort to expedient that offers a hope 
of preserving or of restoring their posidan of privUe™^ Having no 
tradition behind them at alt analogoua to that of Western parlia-^ 
mentarism, they will see nothing ^vrong in any form of FaHcism 
or dictatonhip that can be used to uphold their posinon; and they 
will defend their action by saying, and will lor^y believe, that 
they are standing for the cause eJ civilisation against barbarism, 
and will churn the support of the Wf^tern countries on the ground 
that they are the representadv^ of Western dvilisatiou and 
"democracy* against the ‘dictatorship^ of the Communist-inspired 
lower class. If the more openly Fascist and reactionary parties 
^^ong them are proscribe on account of their caUnboz^tion 
with tile Nazis during the war, the supporters of these pitKicribod 
parties will flock into whatever parties that arc still permitted to 
stand most in opposition to the forces of Socialism and Com- 
munjm. In most eases the parties most likely to be thtj» honoured 
with an influx of reaednnary recruits ore the Feasant Parties 
dominated by the better-off peasants and led largely by lawyers 
from the towns. The effect is that these Peasant Parties^ whatever 
their previous condition and policy i become reactionary^ ex¬ 
ploiting .the discontents of ihc wcaJtmer peos^ta in the interests 
of the upper and middle class groups hostile to fundamental 
social and economic change. 

On the other side, this aJigtixnent of the leactiDnary forces is 
bound to drive Social Democrats and Communists into doscr 
working alliance, either to defend a social rcvoluiion which has 
already occurred, as in Poland and in the Balkan countries, or to 
prevent the return of a shccrly reacdonary regime, os in Austria 
and, to a certmn extent, Hungary^ With the Cbrnmuiusu and 
Socialists are allied, in such parties or groupi based mainly 

773 



on the poorer peasants who stand to benefit by fundamenti^ land 
rdbniu Where, hovm^cTi the possibilities of land reform that wUI 
give land to a large proportion of the landless do not exist, because 
re-distribution iiad already in the main taken place after the 
first W^orld War, the basis of support for Idft-wng Peasant Parties 
is apt to be narrow, and the lignt-wing Peasant Parties are able 
to muster a big foUowing^, even when they have become in reality 
disguised insmiinents of the old ruling daues. 

The plain fact h that the necosary conditions of cairyuiK 
through the social revolution which is in these countries the in¬ 
dispensable foundation For economic development arc so un¬ 
pleasant in their immediate incidence on la^ sections of the 
peasant population that any Government which attemptB such 
a policy is bound to bicmr a great deal of unpopulanty. The 
policy means taking avMuy fi^om the bellcr-off peasants many 
things they vimuld like to coosuTne, and not offcriTig them much 
in immediate return; for it is of the very nature of any policy of 
high investment designed to increase production in the future 
that it should limit the ImmolLaie supplies of consumable goods. 
Probably if in the early stagi» of Soviet planning there had been 
a free vote of the Soviet ptoplcsj preceded by free propaganda 
conducted by rival partiesp mere would have been a majonty 
against the Communists and against the whole idea of the Five 
Year Plans. Some people will argue that, on grounds of *denio* 
cracy/ this admission siiEicea to show that the Communists were 
wrong, and bad no right to go on with their planning against th* 
yoil of the majority. The Communist ansv^^er, with which 1 agree, 
is that die peoo^ wrho would have formed this majority would 
have been quite incapable of endowing Russia with a democrailc 
Government^ and that their electoral victory would have resulted 
In a chaos which could have ended only dther in the «taWiih- 
meni of a reactionary dictatorship or in dvil ww. 

Cornmmtjm dud Socialism in Edstem Europe 

The contention of the Communist and SfxiaJisi Parties which 
arc now acting together in the countries of Eastern Europe, on 
the basbi of various sorts of Tatherland Front" or ^United Front" 
of left-wing partiesp h that the present situation in their countries 
b an^Qgous to that wliich exbted in the Soviet Union after the 
Russian Revolution^ and calls for similar, chough not for precisely 
the tame, methods. The assertion of the British Foreign Office 
wd of the Ammcan State De|iartment that the elections held 
in these oiuntries have not b™ Tree/ In the sense in which 
elections In Great Britain and the United States are ^frec/ b 
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Course pcrfoctJy iruc. EJecdoru in Eastern Europe never have 
^ u* elections held sine* the hav-c 

not been Tree/ lliey have been* wherevw possible, maisagexl by 
the parties in poxver, so aa to yield majoritica for the lists of candi' 
dat« put forward by the Government bloc. The propaganda of 
rivd parties hna been hampered and restricted: there has been 
intimidation in many casrSp and in some probably actual falsifica¬ 
tion of the votf^. When, howcvcTp^ aUowancc has been miid* for 
past electoral habits aod for the undoubted pfeaence in the 
parties of the Right of considerable Fascist and counter-revo¬ 
lutionary dements, it i$ not easy to see what cbe could have been 
expect^, if elections vwc to be hdd at all under the disturbed 
condidans existing at die time. I am not saying that I like faked 
elecdonsp or even elections in which die scales are heavily weighted 
on Cine aide. But I am saying that the idea of settling a country's 
late by a genera] clccdon held in the middle of a social rcvoludon 
is fantastically absurd. 

it b of course possible to say in answer to this that itnf jaJ 
revolutions ought not to be allowed to occur, and that it is better 
to settle matters in an orderly fashion by open debate and count¬ 
ing of heads. This is what a great many people in Western 
countries do say; and the Americans in partJctilar have kept on 
saying it in relation to the peoples of Eastern Europe, But it h not 
a self-evident mjth that counting of heads is under ail circiim* 
stances the best way of proceeding. The very people who pre® 
Tree elections’ on the East European countries would in many 
cases be vehement in derhoitocidg their impracticabiliiy iuj say, 
the African colonial territories of die Great Powers; and the 
consequences of an attempt to apply this method in Greece have 
not turned out any too well. TpV'hcn and where what one may call 
a *rievoIuliomiry sUuation' exists, the condidons may be such that 
a ^free elecdon,* conducted in accordance with the approv-ed 
Western ndeSj so far from settling anythiiig* may saddle a country 
with a Govcmmecii that eanoat govern and that is impotent to 
solve any of the problems out of which the 'revoludonary dtua- 
tioft’ has arisen. 

A Chokf biiwem Rwal Sockl Syst^is 
The countries of Eastern Europe, or at all events a number of 
them, have been siiice the collapse of the Nazis in a state io which 
the choice has to be made, not merely between rival Govem- 
ixicnu or poUcies, but between irreconcilable social systems. 
Neither m Poland nor in Yugoslavia nor in Bulgaria nor in 
Roumania—nor^ For that matter, in Greece—is there the smallest 
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pos»biiIty of a psirlianicntary based on an andcrlying 

unity bcmcen tbi contending parlies. Yet without thb underlying 
unity the par1iamcntar>^ as we understand it,^ cannot 

po^ibly work; and without this unity *frec elections,’ as they are 
undentood in Western countries, cannot in practio: be bclci 
Where the choice has to be made between rival jodal systems, and 
each side is prepared, if necessary, to fighi for the systein it 
favemn rather than accept the alu^mativ^ the quwtion cannot 
be settled hy counting heads in an election in whjeh each side 
allows the other ibll freedom of propaganda. For to attempt to 
settle it in this way meanA leaving it to be dedded by the Ir^t 
politically-minded and least Instructed voters^ not on the merits 
of the case, but in accordance with their reactions to the efforts of 
the rival propagandiists and to a largje extent in aecordanp with 
their fears. It may be said that, except for the fcars^ thb b whai 
occurs in any ‘free, democratic' election; and the assertion is 
without substance. But it docs not affect my point. In most 
elections, neither party is prepared to resort to civil war raih^ 
than let Its rival win; for in most dections the entire bam of the 
sodal aystem Is not at stake. When it is at Etahe^ the bstic U bound 
to be dedded not by counting heads, but by the balance of real 
power and ^'iIl^lo-prc\'ail bctViWn the contestant groups— 
eluding, of course, such power as they are able to borrow from 
their friends, 

TAm Sockti in EasUm Etiropf 

Over Eastern Europe to-day ihcrc Ls proceeding a soa^ 
reralutlon which the Sodet Union cannot afford to see friili Thb 
social revolution does not extend to the insritudon in ihe countncs 
concerned of a system of Communisra based on the R^an 
example. It cannot do so, if only because the Communists in die 
countries affected are not strong enough to be able to govi^o^ 
this basis even with such help a^ the Soviet Union could afford to 
give thciTU But the revolution does and must extend to a iho^ogh 
and final liquidation of the power, economic as well as polidciUT 
of the old aristocratic gm^ming daws; For as long as this power 
remains unbroken beneath the surface the threat of countc^^ 
revolution to re-catabliah the supreumey of these classes w^| 
always remain. These classes will never accept the new 
order as long as they rcLain any power to work against it, in 
open or undergroimd; and, as the growing pains of the itW ordef 
are certaiti to be severe, they will certainly find means^ as long ^ 
the power is left them, of stitring up discontent against it. In ^ 
probability, their wrecking tactics will make it impossible for the 
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new order to aucceed m Its constructive measures. Accordingly, 
thotsc who stand for the new socid system against Lbc old have no 
alternative. They mmx mot out the power of the old privileged 
claws lo tiiomugyy ai to render their counter-revolutionary 
hopes impotent. ^ 

It is cxtraordmarily hard for the articuhiie leaders of npirdon 
in the Western coimtrics to accept, or to rteognise, this necessity. 
To pmfcHional diplotnau^ to Civil Servants, atid to poUticians^ 
as wdJ as to husintss men, the old rtdlng claws of these backward 
countries appear to stand for such civilisadon as they possess, 
^fhose countries have no mtcmationally kuo^vn leaders bchmging 
to ihcif lower dawa, nor have the nadoiud leaders of the real Icf^ 
ever been allowed under the old amiocratlc or milttary' dictator¬ 
ships to achieve any public recognition, such as l^lon^ to the 
leaders of the working-das movement of the Wrat. Consequently, 
all th e VVeatern Em basics and Foreign Offices arc diatortii:^ 
mijTort, in which the situadon in Eastern Europe h presented 
awry, llie entire dtuadon is seen through the medium of social 
Intercourse with men and women who belong to the old order, 
and hate the new. And it b easy for ambassadors and such like* 
by passing on to thdr own countries the view that the left are 
brigands and barbariiins, at theiamc dme to convey theimpresion 
that their countcr-revoludonary JHenda arc the true representa- 
dvea of democracy* 

Poland 

Of CDUTse, the tituadon varies considerably from country to 
country. In Poland, the Peasant Party headed by Mr. Mikcn 
Uje^k has become the main focus of open opposition Eo the 
Socialift-Commumst Government which wad imtailed in power 
with Russian help; and this Peasant Party* as the tokrated 
opposition in the decticn of January 1947* received the main 
support of the right-wing groups hosdie to the new regime. Mr* 
Mlkolajczyk hinwlf b not a ^right winger/ He broke away from 
the extreme anti-Russian attitude ofhb coUeagucs in the wartime 
London Polish Govemmentj and returned to Poland! to reorganise 
hid party there oa a programme of good relations wnth the Soviet 
Union. But, unfonunatcly for him* he was put in die position of 
appearing to be ihmst upon the new Polish Government as Vke- 
ftemicT by the insistence of the United States and Great Britain, 
and his pily became a centre of all roauner of intrigues against 
the Gov'cmment of which he was nominally a member, and even 
got badly mixed up with the Lindergroutid tonspimtorial forces 
which are continually at work in Poland, and have undoubtedly 
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coiinlcr-rp^^olutionary ^nu. TJic extttandy fooliih handUrkg tky 
tlic British Government of liic problem of winding up tlie re- 
acliotmry Polish Government Ln London and of disbandiiig the 
Polish Army in Italy* which under General Anders wras defkiitdy 
a cdtinicr-^revoludoiiary force* made the Polbh anthDrities in 
Warsaw more than ever sneUn^ to regard Mr* Mikolajc^k as an 
instrumeni to be used for their overthrow by the reactionary 
forces in London and Washington. Undoubtedly, there was 
mtimidatiGn in the elections of January 19471 ^he representii^ 
don accorded to Mr, Mikolajczyk^s Peasant Party was grossly 
below' its real foliovmtg; but no less certainly a substanti^ 
portion of its supporters were set on destroying the new social 
system in Poland^ and on putting the old reardonary classes back 
in power. 

Tugasliwui 

In YugO!Ilavia;^ the National Prnnt headed by Marsltal Tito was 
a good deal more successiM in consolidating position and in 
reducing the old rulmg classes to impotence. This w^as largely 
because the forces oppo^ to the new order had effectively dis¬ 
credited themselves w'lulc the war was still in progress* 
because ihc Iito partisans had shown thdr ouality in rcsisiaiicc 
during the German occupation so fiueccssfulty aj to induce die 
British and other Allied dovernments to support them for sound 
miliiarj^ reasons. I'his did not happen at once; but the association 
of the Yugoslav Government in exile with General Mikhailovitcbi 
and that Generafs f:iilure to resbt the Grmmns and proved 
collaboration with them against Tlto'^s partisans in the end 
convinced even Mn Churchtil. The consequence was that*^ when 
Yugoalavia was freed of the Germans* the Tito National Pront 
was able to take over the Government with the rccognitioii of the 
Western Powers; andj even though Titovs "^dictatonhip^ 
subsequently much ciidciscd in the West* if was realised tha* 
nothizig coidd be done to upset it* and no effective support was 
given to its opponents. The National Front was thus able to 5*1 
about the reorganisation of Yugoslavia as a federal State based 
on large autonomous pov.'crs for its constituent national groups 
with comparatively iitilc interference from outside, even Aoug^ 
its methods wtac no more consistent with Western parliamentary^ 
notions than tho»: of the Polish Government at Warsaw* 

/7(7Ui!7fi7riii Munga^ 

Poland and Yugoslavia ranked as AlUcd coutitries. Roumania 
and Hungary^ on the other hand* were enemies^ and playff^ ^ 
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direct part with the Nazk in the war agaiiist the Soviet Unioru 
Accordingly^ when the Nazis had to withdraw^ Sovlf E amuea of 
occupation c^mc in to take their place; and the reconstitution of 
their ^vcmmcnis waa done under Soviet auspices. In both 
countries^ but especially hi Roumatiia, it was not for the 
Soviet Union to find the materials for Governraents which could 
be relied on to carry through the fltxrial m'olution which they 
desired^ and effectively to hquidate the forces of reaction. In 
Roumania both Conununisin and Socialism were reladvidy weak, 
and had surfered firom severe rcprcssiorii and the main Peasant 
Party, that of the veceranp Dr. Maniu, was strongly anti-Russian 
in sentirnen^ as well as anti-Sodalist. As Rouimnia is not a Slav 
country, liicre was no scntimcnl of Slav solidarity on which die 
Ruipiaiis could build, ns dicy could In Yugoslavia and in Bul¬ 
garia; and the National Deinocrade Front which they succeeded 
in buiiding up out of a coalition of left-wing pnrdcs had never a 
really strong foundation of popular support. 'Flic Soviet occupa¬ 
tion was unpopular, and the economic condition of the country, 
agipnvated by harvest ^diires^ exceedingly bad. The Prime 
Minister, Dr* Groza, ivas not a CkimmunUt, but the leader of a 
small Radical Peasant party^—the Ploughmen's Front—which 
had broken aw^ay from Dr* Maniu's leadorstup; but the key posi- 
dons were held by Conuiiuiiists, and the Govemment was kept 
in power by the occupying fnrees of the Soviet Union. In Decern- 
^ 945 » Moscow Conference^ the Western Powers insisted 

On a broadening of the Roumanian Governmen t by the Intliision 
of representativea of the main opposition parties—^Dr. Maniu^s 
National Feasants and the Liberals—but these reprtsenradves, like 
Mr. Mikolajc^k in Poland^ have had no real share in the shaping 
of Govcmmenl Policy. Underground, Fascism still icmaim a 
powerful force; and a large part of the peasant population would 
probably cither remain apadicdc in face of an attempted rc^ 
acdonaxy coup^ or even side with it against the Govranment 
because of anti-Russian feehng. Even diough Roumanians 
possoiion of Transylvania has been conEnned, and though the 
Government has undertaken valuable measures of land reform 
and has restored Trade Unionism, which had been suppressed, 
nadonalisi feeling against it* as the representative of Soviet 
influence and authority, Is » strong as to render its future 
precarious; but if, as a sequel to the withdraw^ of the Soviet 
forces, the present Government were to be ovct thrown, it h not 
easy to sec what could replace it save a diciaiotship of the extreme 
right —for there appears to be no coJiereni foixrc m die centre or 
on the left capable of holding the country together by its own 
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unaided aimigth. This General TJectiorv held Ln November^ 194b, 
gave the pardea of the Govcrtimirnt'i National Front an qver^ 
whelming majoritybu t it wa^ followed by the rcsigmrtjon of the 
National Peasant and libera] members of the Cabmei, and by 
ibe usual aUegattons that the deettons had not been and 

that the resulij had been rigged. 

In Hungary* after the Germans had been driven out, ilteie 
emerged a eo^don ofleH-wing parties much more real tb^ that 
which was created in Roumania, with the Smallholders^ Socialists 
and Ckimmunists as its three leading dcjnents. As Hungary was 
still a country of huge* undivided l^dcd eamtes and of landi» 
rural workers* radical agrarianimi was much stronger ditwi in 
those countries in which much of the land had already been 
divided up, and in which Peasant Parlies were mainly dominated 
by the wciiltluef peasants. The SmaUholders^ Party, like otlier 
Europcjin Fc^asant Parties, attracted into its ranks aher the Ubera- 
tion large urban groups hostile to Socialism and Comniimismi 
but it also retained its radical agrarian character* and one pf the 
first measures of the coalition Government in which it w™ rc^ 
presented was a drastic land reform* aimed at the breaking-up 
of the great estates and the liquidation of the economic powxr of 
the la^ed aristocracy* When elections were held at 
end of 1945* on a basis of separate party lists (the Russians tried 
to insist on a single Govemment list, but were ovcr-fuIcd)i the 
Smallholders' Party received a great prcponderajice of votes, 
with the Communists and SDrialists mrming nearly even a long 
way behind. The Government was reconstructed with a Small¬ 
holder Prime Minister, but as a coalition; and this sttuation coti- 
dnued rmcosiiy through [946* though a right-wing tecdon of the 
Smallholders broke away to form a new Freedom Party ^ 
oppadtiDn to Socialist and Communist tnEuence. Hungary, h' 
effect* was able* with the support of the Western Pow'crs*^ m 
stand out for the lime against having a Government mainly 
dominated by the Communists, largely because there did exist 
an alternative political force prepar^ to go some distance along 
the road of social revolutioti, and to collaborate on equal tern^ 
with the Socialists and Communists, whereas in Romnania there 
was no corresponding party, and the choice lay only between 
the dominatiDn of the one or the other extreme. The coalitipn 
however, most uneasy* and early in 1947 the Russians, in- 
tifft^ on a purge of the Smallholders' Party, which was com¬ 
pelled to agm m a fresh General Election. 

Both Hungary and Roumania were centres of serious econotnic 
conflict between the Sc vice Union on the one hand and the 
780 






Bridsh and Afnericans on die odicr^ The alm^ at 

Linkingr the ccnnomies of both countries aj dosety 03 posnble to 
that of the Soviet Union, and made economic a^rceinctits pfo^ 
viding for joint So\.iet-Hungarian and Soviet-Rotimanlan 
companies to imdcrtake the devdopmeoc of iheir industrial 
raourtes, and also for close mutual trade rdadons. The 
Arnmeans and Dridsh objected to these arrangements at pre« 
judicial both to the daims of foreign capital already invtated in 
Roumanian and Hufigariaii enterprises and to the right to trade 
freely with these countries and to make further Invcstmcnis in 
their development. Thus, the Amcricam and the Briilih (and 
also the French) were in effect standing for the claimA of capitalist 
trade and inveaimcnt in the Donubian and Banyan oountries* 
whereas thz Soviet Union was trying to detach tlicm economically 
finm capitalist influence and to build them Into an East European 
integmted economic system based on State planning and control. 
This issue came to be closely related to that of the oontml of the 
Danube na^-igation, which the British and Americans wished to 
regulate by intemadonol convention on the principle of equal 
access for ad^that h to say, of the right to capitalist trade and 
exploitation—’whereas the Soviei Union insisted that the regu^ 
lation of the Danube and of its tribu Lories was exclusively a matter 
the riparian States^ and that the United States and Croat 
Britain had no valid claim to share in the control. 

Bulgmn 

Bulgaria^ unlike Roumania and Hungary, ’was never at war 
with the Soviet Unionp though it was ivith the VVestetn Powers* 
When it passed imdcr the control of the advancing Soviet forces, 
there emerged a Tacherland From,’ based on a coalition of the 
left-wing and anti-Grrman parties. Here again, the Western 
Powen endeavoured id insist on a broadening of the Government 
to indude the main opposition parties* but the negodatioos broke 
dowTi| and the American and Bridsh Governments began a 
bombardment of the Bulgmian GoverTunent and of Moscow with 
notes expressing their dissaiisfacdon with die polidcal situation. 

Buigarijtn Government ^ howerver, refused to recognise the 
right of the British and Americans to intervene in their conduct 
of their domesdc affairs; and the Fatherland Front steadily con¬ 
solidated its position. A refereiKlum held in Scmtcmlierj 1^46, 
declared by an enormous majority in favour of a Republican 
Consdttidon, based on government by a single elected C^tnber| 
and in the ensuing General Election the Fatherland Front 
sccur«l an overwhelming majority, and the Communists also 
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greatly Lnereaxd their strength m relation to the other pflit^ 
included in the ‘Frent.’ The opposition protested that the 
elections had not been ‘free,’ and was hacked up by furthw 
protests from l*cndon and Washington j but the BiiLganana fot 
strong enough to jrject \hxse protests, and a new, ppedondnantly 
Communist, Govemment took office with Mr. George Dimitrov, 
the former secretary of the CorointoTi and hero of a famous tnaJ 
held in Germany in tlie early dayi of Nazi power, as Frime 
Minister and effective rul er of the country. Cven if the Bulgarian 
elections were not ^free' by Western standards, there b im doubt 
that the Communuts and the Fatherland Front do enjoy wide 
popular support, and that there is no such unpopularity of the 
Russians as exists in Hungary and Roumania among considerable 
sections of tlie people. Bulgaria, as well as Yugoslavia, does appe^ 
to have become a willing partner in the Slav group of countries 
in South-Eastern Europe, and to have undergone a comparable 
social revolution. 

GrftEff 

In Greece a very^ diHerent situation exists; for Greece was 
Qfxupied, on its ^Ubirration,^ not by Soriet but by British forces p 
and its destinies have since been daapod under British control 
and under Briiish-American influence. The Greek Left, largely 
under Communist influence, would unquesdonably have niade 
itself master of the country' bad it not been defeated by British 
military force. The British and Americans, thinking in terms of 
Mediterranean powder pobdes, w^rc determined to keep Soviet 
Influence away; but the BHdih Labour Govemment, while intent 
on this, had no wish to put the Greek Right into pow^, 
accordingly tried for a long time, by one exp^ient after another, 
to rule the country through middle parties which proved to have no 
sufficient following to maintam ihemidt.ies in power. Finally, in a 
plebiscite held under British ob^rvadon and boycotted by the 
main b<xly of the Left, a majority of the dectorate voted in Civoiic 
of the Populist (Royalist) Party; and the assumpdon of office by 
this party was foUowcd, in September, 1946^ by a plebbcite which 
resulted in the rocali of King George finm exile in Great Britain- 
The British policy thug, appeared to have led to the complete 
victory of the right-wing forces; but during the next fov mootl^ 
serious disturbances developed bath In the north of Greece and 
In the Peloponncsc, and it became evident that the Populist Party 
was incapable of governing the country in an orderly way 
was determined on a campaign of perwcution of its political 
opiKmenta which alienated such monerate opinion as did exbt^ 
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At kngtbi in January, condidoiu tD yet another 

recortstruction of tho (jovctomefiii under a less intransigeant 
Prime Minister, but with itiU a predominanoe of monarcliLit 
demcnls and ^\ithout the parddpatjoti even of the liberal Party 
of Mr. Sophoulk, the only really substantial middle group, 

Tlie political fortunes of Greece were tims as much 3uCK>rdin^ 
ated to the exigencies of Brimh-Aincrican jwwer politics as were 
those of the other Balkan Statra lo thntse of the power politics of 
the Soviet Union. If the British had allowed the Greek Left Wing 
resistance movement—the E.A.M.—to get control of the country 
when it attempted in 1945 tn establish its position by force* Greece 
woidd have passed, like the rest of the Balkans^ within the Soviet 
sphere of influence in Europe. The only way of preventing this* as 
it appeared, was to put the Greek Right into power, and therewith 
to compass the defeat of the social revolution in Greece —ark 
awkwai^ policy for a British Labour Govcmiaenl to justify to its 
own supporters^ Bevin would doubdess attempt to jusdfy it 
by pleading that he had done his best to prevent his acdon against 
the Greek Left in turning mto a victory of the Bight, and to find 
a nuddlc way consistent alike with British Mediterraneafi 
interests and with the principles of Westem dcniocracy. But the 
plain truth was that no more in G reece than in any o^cr of the 
Balkan countries w^as there any sufficient baris for parliamentary 
government of the West European kind. There was—and are— 
only two real alternatives: social revotutionp involving the 
supremacy of a left ^Front^ with the Communists as its main 
driving force, and countcr-revolntion, involving the suprema<^ 
of the reactionary forces. As between Lhoc two, Mr. Bevin opted, 
on grounds of power polidos—and under AiDerican influence as 
well—Tor the countcj-rcvolutionary aolution—as appeared lie- 
yond question when* in March, 1947P the Amencans, openly 
prodaimlzig their motive to be hostility to Communist pene¬ 
tration, took over the task offinand^the Greek r^tetion, w^hich 
Great Britain could no longer sustairu 

Itafy 

This is die most convenient place to refer briefly to diree other 
countries which lie, both gcograpiiiplly and culturally* between 
East and West* but diffcT widely in culture from the Eastern 
groups lliesc three are Gzechoalovaklat Austria and Italy, I am 
well aware that many Italians vriU keenly resent this wy of 
reforring to their pontion in Europe; for Italy Is by literary 
standards and historical traditions essoi^tially a country of the 
Western group, I juadly the reference by asserting that* wherever 
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Iinly tnay stand in «Kc nm and in history^ bo^h politically and 
cconDinicalty it occupies a middle pcsidon. ft is ovef-populatcdj 
it has a lar^e^ deepiy impoverished and backward peasant popu- 
latSon* especially in die south; and i| has never made a successor 
Western medio^ of parlifimeniary government. Italy w^as die 
first important country to rail after the first World War under 
Fascist dictatorship; and the ease with which this dictatorship 
was established showed ilmt W'^estern parliamentarism had no 
•trong root! tn die Italian people. It is, in truth, a land of contra¬ 
dictions, in which the highly advanced and the utterly primitive 
jostle each other at rnany points; and its history since tne fall of 
Mussolini and its swing-over to "co-bcUigerency" with the Ames 
agmnst the crumbling Naci power illustratef the latal ambiguity 
of its political make-up^ Ji has strong Communist and Socialist 
Parties; hm their strength it mainly in llie industrial north of the 
countiy; and over the whole area the Caiholics have still a larger 
fallowing than eithor. Nor has Fascism been thoroughly eradi¬ 
cated: it showi signs of revival in the *Uomo Qualimque/ or 
*Conuiion Man," Party, w^hich has rccenlly gained a rapidly 
growing number of adherenis. Italian Socialism shows the effects 
of the iTudway position of the csountry by the split In 1947 
between its right wing* strongly hostile to co-operatioji with the 
Communists, and its larger left wing* which stands for worfcing- 
cIm unity against the danger from the Catholics and the Qualun- 

K ' s. An uneasy and newly-reformed coalition* under a Catholic 
c hlinistcT^ holds office as T write these wotds;^ but it may 
fall at any moment, and no one know's what is to laiic its place if 
it does felL ^onamicaUy* Italy's difficulties can hardly be solved 
without emigradon on a really large scale; but whither arc the 
emigrants to go? Polidcally^ Italian sentimetit has been strongly 
roused by what are redded as unfair icm» of peace, giving too 
little credit to the itaUan people for Its help In the final sta^ 
of the war* and by the loss of Trieste and the threatened toss of the 
Italian overseas empire. The conditions are such as to make the 
CDUfitry incinitably a potential centre of fiiture mtematiooid 
^turbance. It chm not belong to Eastern Europe; but it is not 
in a state to become eifeeltvely a partner of the countries of *h^ 
West. Its economic aituatkin and outlook are almost desperately 
bad: its natural resources art poor, and its populatiDn continues 
to giow^ at a pnxUgiouB rate. Vet* ^vith all this^ Italy is a 
country, with a great cultural iradidon that binds it unequivo^ly 
to Western Europe; and with Wes ttm Europe it miMt, in the end* 
fomehow wtark out in political and social salvation. 

t Wareli, 1947* 


Cwhostopakia 

Czech<uloviiJiia «il«> lie* on Che frontier between Western and 
Eastern Europe,and Itww points of dose cuJtural^ as wdl aBOcqnomic 
contact with both. Its experiences at the h.inds of the Germans 
have kft a legacy of fierce and-Gemtan fceJbig, and thcreidth a 
determinadDn to root out die German uiinoritv from its midst— 
mduding not oidy the Urge Gennaji population of the Sudeten 
borderlandSj hut also the long-'^eidcd Genmans of Prague and. 
oiher mainly C^ech towns. The removal of this large German 
population h^ inTOlvcd much suffering, and has also meant for 
Qcechoddvahia a cuusidcrable loss of highly Ekihed workers, who 
cannot be easy to replace. Prcriderit Bencs saW;, at an early stage* 
that the brat hope for the rc-establiahmcnt ofa fifee C^echoalmakin 
jay in coming to temis with the Soviet Union* and thus making 
it possible for the exiled Government to return and to rc-shape the 
country's institudons without the same sharp break w-ith the past 
as ^fdl the Poles because of the foolish mtramigeance of the 
Polish Government in London. This policj' of coUahoration with 
the Soviet Union involved the transfer of the eastern end of pre- 
wpr Oiechoslovakia—die Ruthetmm territory inhabited by 
Ukrainian peasants^to Soviet sovereignty; but tliis was no loss, 
for Ruthetua was poor and had little in common with the teat of 
the couciury in either cuJiurc or natioiial feeling. In Gzecho- 
alpvaJcui* shorn of this arca^ there were difficult prohlcnii as 
between Czechs and Slovaks, induding the liquidation ofa large 
clement in Slovakia that had coUaborated with the Naais; and 
there was an Immense problem of re-peopling and rc-organising 
districts from which the former Gercimn inhabitants were being 
driven out. The Government vvhicii set to ivork to tackle these 
problems was a coalition^ including a wide range of parties^ 
Slovak ai w^dl as Czech, under a non-party Prime Ministci*, Mr. 
Pier linger. It announced a policy of complete equality between 
Cz«hs and Slovaks and, on the economic side, a programme 
which induded the natioimlisatloti of all major industries and 
large establishments, and an ambidous measure of planning 
under public control. The elections held in May, ig.j6, under 
condidons comparable with those of Weatem countries, resulted 
in the return oi the Communists as the strong^t party, with 40 
per cent, of the votes in Bohemia-Moravia and 30 per cenL in 
Slovakia, and with a total of 114 seats. Next came the Christian 
Democrats, widi a clear majority in Slovakia, but only a fifth of 
the votes in Bohenun-Moravia, and with ^ seats. President 
Benp's party, the Social Nadonajists, won ^ seats, the CMch 
Soda! Democrats 371 and minor Slov^ parties the remaining 5. 
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Aftt?r the elections ihe wide CDalitlon was maintained, but under 
a Coiwiiunist Prime MinLsier, Mr Benci being re-elected as 
f^esidcmt of the Republic. The Ckeclus have thus successfully 
demonstated the pokibiJIty of majnLainlng the parliamentary' 
system, broadly in Its West European form, while associating on 
close and frirudiy terms w^th the Soviet Union and lallinj£ 
within the Soviet sphere of influence in inteTnadonal affairs. They 
have also shown their capad ty to plan for economic recovery and 
dcvedopmcnt on a basis which combines a large measure of 
nationalhation with the retention of small-scale private coteqirisc 
and of {^agant agrictdlure. This is not to say that Caxchoalovakb 
k not still facing very difficult economic problems. In the 
has traded largely with Germany on the one hand and with its 
mare a^icuttural neighbours to the south on the other; and die 
prosperity of its economy depends largely on the restoration of 
trade In both these dircciinm^ Czechoslovak production is indeed 
fairly well balanced between mdustry and agriculture, but not in 
such a way that the couna7 can prosper by interna] exchange 
without a large volume of foreign trade^ Tlie Czecha^ have the 
strongest teasom for wishing in maintain doae and friendly 
relations with both East and West, and not to be shut up within 
;my exclusive system. The record of the GovemmEnt since the 
lib^aUon shows that they are well aware of this, and are doing 
their best, while rccogcusing the paramount necessity of dose 
relations with the Soviet Union, to kjoep on good terms wTth the 
West as welL 


diuYrij 

Lastly, axtEoi^ the oounltics which He between East and West^ 
there k Austria, now' again disentangled from Germany and 
recognised as an independent State, but suffering under the acute 
difficulties cau^ by an occupation which has divided up 
small territory' into zones In the same way as Germany has been 
divided. Tvi'o outstanding facts in the Austrian situation are the 
still unresolved polideid conBict between ScHrlalist Vienna^^ 
capital dty large out of all proportion to the rest of the country* 
berause it grew to greatness as the capital of the deliinct Austro- 
Hungarian Empirc^and, in the worlung-dass movement, the 
continued pi^ominancc of Social Democracy and the weakocis 
of Gommuniim. At first liberated Austria had a Govenunent 
headed by a Socudist—the veteran Dr. Karl Renner; but in ibc 
General Elecdon held m Novetnberj T94.5, victory went to die 
People's Party, which won seats m against 76 for the Social 
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Democrata and 4 for ihe Communists, A new Coalldon Govern¬ 
ment hea^ by Dr. FigJ, the People's Party leader, was then 
fonned. Dr. Renner ^ooung E*r^deni of the Republic, fn 
itself the SocLdlists h-Oicl sl coinfhirfTt hip ni^orityj b-ut 
nationally the Catholic peasant vott carried ihc day againat them. 
The Aujtrian Govcmtticnt, though recognised since its recoii' 
^ction by ail the occupying Powens, has had a hanj nuik to face. 
The TOuntry has nc\w been radly self-supporting since its 
establishment on the ruku of the Austro-Hungarian Empire after 
the first World War; and its xituadon is now complicated by the 
probtems of disentangling its eronomy from diat of Germany and 
of determining what industrial property in Austria Is to be 
regarded as havuig belonged to the Germans and as being there¬ 
fore subject to claims on repanttiotis account^ or even as war 
booty. ThfTC have been many troubles over this question in the 
area occupii^ by the Soviet Union, which indudes Vienna; and 
the uncertainties of the position have delayed reconstruction. 

In general, the aiigniBcnt of Austria is culturally and 
politically with the Wesi^, rather than with the East; hutj equally 
with Cs^oslovfdda, It needs to base its policy on friendly 
eonneedons with both groups. Austria Is gready concemed with 
the Common problems of the Oanuhian area, and cannot hope to 
prosper unleu it can keep on good ferms with the other countries 
concerned with the navigation and walcr-resourcca of the Danube. 
All the Austrian parties stand for complete severance from 
Germany; but should a federal Germany emergej there would 
obviously be dose connections bctw^cen Austria and the South 
German States^ The Catholic mfruenccp which is strong in 
Southern Germany as wch as in Austria, ivould make in thus 
direction; and, though Social Democraiic Vienna, \rith its large 
Jewish jMpuIatlon, would not be similarLy aflected, the Austrian 
Social Democrats would also be more inclined to look westwards 
than eastwards for their closest Internationa] coniacta. 

Ihf Eat, tArf IVtrtf and tht C^nirr 
The three countriia last oonsidened—^Italy^ Crechoalovakia and 
Austria^-are three good and inescapable reasons why^ however 
important the conception of a line across Europe, dividing East 
from Wcatfi may be, no simple solution of the European problem 
can be achieved by making a sharp eut across the CJontinent, and 
parting it all into two separate "apherta qf influence.* Even LF the 
conception of West European unity has deep social and political 
importance—and I profoundly bdieve that it has—it would be 
^ Sec Map oo p«gr loja- 
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disostrotu to conedve of it aa an cKdiMive rtladoiuhtpi wtiich 
ivould cut off tl^ coiintri^ pf the We$t akirply from those of the 
Eostf and would deny the possibility of any mtermediate 0011^^ 
dition. That is one reason wny* when I enme to discuss die prob* 
lero of West European unity^' I shtdl make it dear that I do not 
mean by it any exclusive federal relatlotuihtp^ whicli would deny 
to the CDuntiics taking part in it the right of simultaneous 
asodaiion with other regional s^oupip I'hc purpose of Wot 
European unity^ as 1 undentand iti is not to divide Eturopc, but 
to make easier^ by sudi common action as is practicable ttow^ an 
approach to uniting it, within the wider union of the Unitrf 
Nations, and on temu that will allow different pohdco"eooitooiic 
systems and different conceptions of democracy to live together 
and to collaboraie in tasks wbleh call for supra-natiDnal action^ 
On no other basis could I advcK^te closer unity among the 
Western pcopla; for it would be the height of ccodoiiizc, as well 
as of polnical^ madness to endeavour to line tip the peoples cf 
Europe in two unmediated and conflicting groups, when the 
plainest need of all is to bring them closer together and to pr<»iioW 
cxiUaboration between them on a foundation of mutual under- 
standing and tolerance of different traditions and habits of mind. 

> See Fart VI. Chjpun II aad III. 
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CHAPTEH VI 


THE SOVIET UNION IN WORLD AFFAIRS 

'X'he Soviet TJnioNj ^vith popiiljation in k9>39 of <7!!' 
millionsi spread over a. land area nearly four times as gieat as that 
of all Europe west of its &opiiers and nearly three times as great as 
that of the United States of America, is now unquestionably one of 
the two most pcnvcrfiil countries in die world. It has a high birth¬ 
rate, and is still at the stage of development at which population 
increase is likdy to be accelerated by a in in&nt mortality as 
conditions of living improve. The League of Nations forecast, 
based on pre-Vi^ar trends,, puts the prospective population in tgyo 
at well over 1150 miliionj; hut even this total would leave the 
density very low^ There is plenty of room for a increase in the 

numb^ of pcropLc in the fcviet Umon, even afier Ml allowance 
has been xnade for arid terrirories incapable of either industrial or 
agricultural development at the present stage of human know* 
ledge. 

Tliis vast papulation is poor* The standard of living in the 
Soviet Unian is not easy to measure^ but it is undonbt^y very 
low in comparison with the standards prevalent in Western 
Europe. The very rapid industrial development qf the period 
since the Revolution^ when the new rulers qf Russia fell heirs to 
an utterly bankrupt and disofganised economic system^ has not 
yet availed to lift the peoples of the Soviet Union out of their 
poii'crty. This is partly because the successive Five Year Plans of 
mdustJ^ expansion been directed chicfiy to building up a 
modem industrial equipment with a view to successful defence in 
war and to the incieiiie of productive resouitas for the future^ 
rather than to an immediate improvement La the fftandard of Ule, 
The Russian Communists delihc^tely decided that their first t ^sk 
was ED develop and consolidate the Soviet Union's economic and 
military power, in order both to make their new order proof 
against destruction from outride and to raise productivity rapidly 
towards the lev'els already reached in more advanced countries. 
ITiis involved a high concentration on the productian of capital 
goods^ and iherewith a alow mte of expansion in the output of 

^ Excluditij; about aj uuHioiiii {193^) in icmtofTci finoe axinm-d co tbe 
Sovifrt Uui^ 
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conatimm^ goods. Such a policy was to u gniat extent forced on 
the Soviet Uoion both by die real danger of military attack— 
which actually came in f 941—and by the impoHibility of securing 
the lai^e capital loans from abroad which alone could ha^'e m^e 
practicable a simiiltancotii rapid increase in the supijly of diM^ital 
goods a nd of consumers*^ gooebi The peoples of the bovict Union 
had to tighten their belts in order to put tbdr new system of 
govemrnent firmly on its feet in face of a world govwncd by 
influences strongly hostile to their system; and those critics who 
grumbled at its mien for following the course they did ahonld 
have been silenced when Hitler’s onslaught of 1941 proved 
necessary the policy had been. 

TTji S<im^ Umon is still m Agnadturai CiHirttrj 

There Is a second reasoTi, fully as imporlant as the firsts fc^ the 
con tinned low standards of living in me Soviet Union in ^te of 
rapid IndiutiiaL development. The Soviet Union, with all its 
industrial expansion, is BtPl predominantly an agricultural 
country, with most of its occupied population employed on the 
land^ According to the Census of 1939 more than 46 per oent. m 
the total population belonged to collective fiumers’ or peasants 
households, as against 35 per cent, belonging to the houscholda of 
manual wage-worters aud crnTtsmeUi and i7i per cent, to those 
of non-manual workers. Moreover, this figure of 35 cetit- 
included a J millions nf agricultural ’wagC’-workers out of a total of 
ay million wage- and salary-workcri. Weil over half the total 
occupied population w-as itill emplnyed in one capacity or another 
directly on the landi whereas Ui Creai Rritain the proportion so 
employed Ls only about 5 per cent., an d even in the Umted Statrf 
only 20 per cent, at most, A high proportion occupied in agfij 
cultural pursuits ii usually, though not always (Etenmark nno 
New Zealand being notable exceptions), a sign of a low standa.^ 
of living. It h always so where the land ia cultivated mainly of 
traditional peasant methods and wdth much bbour and little 
capital equipment. In the Soviet Union agrkuitural jriclds arc 
Itill very lowj and, though great efforts have b«n directed to 
mechanuation and to the adoption of more sciendfle agricultur^ 
methods, the task to be fiiccd is so immense that the results ^ 
terras of productivity still remain small. Tlie policy of sgn* 
cultural coUecdvisatton, which was carried through over most of 
the territory of the Soviet Union in the 1930**1 wnas only beginning 
10 pnxlucc iti effect when much of the most fertile and best culti¬ 
vated part of Lhc land was overnm and laid >vaste by the Naei 
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armies. Over and aliove tbist ibt troubles accomptinying cob 
lectLvisation^ idiich wiks rejiistcd by many of [he more praperoui 
peasants (the ^kuiiLks')^ led to a great ibughtcr of Livestock; and 
this change had been by no means fully made good when the 
Country viraA plunged into w'^Tp The fightlngp theevacuatiouj and 
the deliberate Nazi destruction brought about a furthET serious 
loss of livestock population^ as w^ell as much damage to the land 
itaclT; and during the war the peoples of the Soviet U nign went 
v-cry short of food, and could noi have subsisted at all but for the 
rapid development of agriculttiTal production in Am tic Ru^ia 
and in such parts of the European territory as escaped "scorching" 
in the course of the struggle. 

It is bound to take a considerahle time to raise agricultural 
standards in the Soviet Union to those whicli have been reached 
in more advanced countries. To achieve this, there has to be a 
vast development of agricultural educarion and of the supply of 
agricultural technicians of every sort; and there has also to be an 
immense expenditure of capitiu both on the land itself and on 
farm buildings and agrictiltural machinciy, and on the 
improvement of rural transport. Road and railway building over 
an area as great as that of the Soviet Umon are tiemcndously 
Costly undertakings, and for the present it is not possible to spare 
for them more than a very limited appropriation of resourcei 
under the Five Year Plan, "^at there will be in timr a very great 
rise in agriculiural productivity there seems no reason to doubt; 
but the change cannot come quickly enough to pre^nt the 
average standard of living from remainii^ tow for a considerable 
time to come* specially since war devasEation has put the clock 
back and has mile it nccesKu-y to do all over again many things 
that hod been successfully achieved during the pre-war years. 

Wiff Dimagif dwd Rr^^£^fry—7^ Fiw Ttsr Plan 

Indiutrially, die Soviet Union has also vast war damage to 
make good. Wonders were accomplished in removing entire 
Ikctory plants from the areas ovemui by the Nazis, and in setting 
them up in places of greater security. But much could not be 
moved, both on account of shortage of time and transport and 
because many of the greatest installations ^vere physically irre¬ 
movable. The great dams which had been built on the Dniepef 
and elsewhere for the supply of electric pow^ were broken, and 
have to be made all nrer again. The coal-mines of the Don and 
Donetz basins and, still more, the oil wells of the GaucassiiSj 
ffuflered very severe damage: so that to-day, despite great natural 
resources^ the Soriet Union is suffering from shortage of coal and^ 

793 



still itiOrtTi of oil. Industrial prtxIuciiOHt which ihotild nwn* 
tainrd its prodigiously rapid r.itt of increase during the pre-war 
periodt 13 3tilJ a long way short of the aefual level of i^o. No 
prerisc figuTM of etureni output arc available; but some idea of 
the cfTccta of the on the Sov iet Uiiicin"i industrial capaaty 
can be gathered from tlie figures of the new Five Year Plan that 
has been drawn up for the >'eari 1946-50. 

The Soviet Union^s previous Five Year Plan wm to have becu 
completed in 194a, but was of course inlcmipted and shaltcred by 
the wax. In a number of the key industries the total output which 
it is planned to reach by 1950 is subslaritiaUy below what had 
been planned for 1942. is in spite of the fact that the territory 
covered by the Plan has been considcmbiy enlarged by annexa- 
Uons. For catampJe^ the output of iron was 15 mUtion tons iti 19^ 
and was planned to reach 23 million ton* in 1943; but the planned 
output for 1950 is now only 19^ nulHon tons* The plannm output 
of sicel faEs iiinilarly short (18 million tons, 28 mUhoriJt a*" 
251 dii]Eons];r and that of oil much shorter stjl] {jt millioii tons ui 
1940, a planned 48^ millions for 1942, and only 35! milhons 
phuined for 1950). The estimate for coal Is a good deal better* 
with an actual output of 166 million tons in T94O1 a planned out¬ 
put of 243 oidlions for 1942* and a planned increase to 250 nulbort 
tons in 1950; but even this b a marked slowing down of the rate ol 
increase. It is said that the Donetz mines cannot be got back mto 
full production until 1949. Electricity again shows a much slower 
planned rate of increase than under the previous plam Output 
which was 48 billion kvrts. in 1940* was plaiincd to reach 75 
billions in 1942, and is now planned to reach 82 billions by * 95 ^' 
AJJ these planned estimates for 1950 are for the enlarged territory 
now within the Soviet Union. 

This tiowtr rate of expansion under the new Five Year Plan ^ 
not due to a diversion of resources from capital dcv'clopment to 
the production of consumers" goesda. The Soviet Union is 
mined to carry on vrith its policy of rapid industrialisation ^ 
make good the Losses it has sustained; and this mean* coniifiuca 
shortage for the consumers, though not of course so acute a 
sliortage as has existed since 1941. As the E^ammhi pointed out m 
its mdew of the new^ Plan, the i^dmated production of 250 miihon 
pairs of shoes by 1950 will not give each consumer much mote 
tJian one pair a year; but even this mvolva an expansion of o^* 
put by 100 miUioii pairs. Tlic target outputs for most textile goodi 
are actually lower than the targets set hi the previous Plan. 1 1 
looks as if the Soviet peoples, in the period of rcbiiUduig that wdl 
cover the next five yean, will have still tO endure an -austerity 
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far bcycmd anything that we have experienced in Great Britain. 

This nuatcri^ may Lm; slightly^ but cannot be more than slightlyp 
tni%ated if the Soviet Union uses wme of its power to produce 
capital goods for the purpose of supplying sotne of the ne^ ofjts 
backward neighbours in Eastern Europe^ and receives consumers* 
goods in return. Thete h some evidence jn recent Soviet policy 
that such a devdopment of trade relations may be of some im¬ 
portance; but the supplies of consumers’ goods available for eroort 
[mm these countries cannot be liigh^ Poland can send textiles dom 
the Lodz region^ and Czechoslovakia may also be able to help; 
but it is not easy to see any other sources of considerable supplies p 
M ainly wliat the Soviet Union can hope to pt from trade with its 
neighbours in Eastern and Southem Europe an raw materials 
of which there is a home shortage^ including of cgutk oil from 
Roumania, Austriap and Hungry. Oil constitutes a serious problem; 
and the lalling off of Soviet oil production has obviously much to 
do with the recent stmrole between Britlshi Ammcan and Soviet 
would-be developers ofthc oil resourca of Northern Persia. 

77ie Soviet Union netth Pwe 

In face of tlic great losses sustaintal during the waji and of the 
long time needed for Ml recovery^ Soviet Union has obviously 
as strong an interest as ever in avoiding war^ and it is Gtntastic to 
suspect the Soviet leaders of harbouring aggressive military 
daigtu. Soviet policy^ as far as it b based on conceptions of power 
politics, is conceived in terms of defence and not of w^ar-making. 
The Soviet leaders arc still afitiid of war bcin^ made upon them, 
especially as they have been denied the atonuc w-capon which is 
a practical monopolyp for the present, of die United States^ There 
is much talk in America that sers'es to encourage these fears; and 
Uiis is especially the case with many of the utterances of American 
military leaders, who make no secret of preparing for a possible 
war against the Soviet Union, as well as with the more intran- 
sigeanl spokesmen of aggresii^'e capitalism. The Soviet leaders have 
not fotgotten how many encouragements Hitler was given before 
1939 to turn his armies against Russia and to come to terms with 
Western Europe; and they itill regard Great Bri^, despite its 
change of government, as a potential plotter with the United 
States in a combined capitalist effort to destroy Ck»mmunbm as a 
world force, llib suspicion often looks like aggressiveness, because 
it finds esspression in a policy of detaching the countries of Eastern 
Europe as £ir as. possible Im m the Wdt, a nd of attaching them as 
firmly as possible to the Soviet Union, because it leads to Soviet 
opposition to ’imperialist* dcaigns, real or supposed, of Great 
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Britain and of iht United States in the Eastern Mediterrancaii 
and in Asiaj and also txcatwe it leads the Soviet Union to oppose 
strongly all attempts at closer unity in Western Europei under 
the impitssion that they are threats to its own security. 

The new Five Year Plan appears, to an even greater extent 
than its prcdccessort, to aim at the development of machine cool 
productionp which showed its deficiencies during the war. The 
Plan also continues^ and perhap intensifies, the pre-war trend 
toward* industrial decentralUatian. This has a double 
tion. It b partly an attempt to speed up Ac gencml pace of 
development throughout the area of the &vici Union by eaqoip- 
ping every district with its own industries; but ji is also p^ly 
designed to rrinovc as much as possible of Ae Soviet Union'i 
economic apparatus away Gbom the vulnerable frontier dislncti, 
even Aough Aey are now screened^ much more thm Acy were 
before 1939^ by buffer territories belonging to countries at present 
closely asaochoed with the Soviet Union. 

In feet, Ac motive of fear is present in almost all that Ac Soviet 
Union does cmt attempts. This feir is of external aggrcssioflj 
designed to destroy Ac Soviet power. Internally t, the only possible 
threat to Ae continued authority of Ae present rdgime would 
come from Ac Army; but Ala potential Areal Cif milhiicy 
Actatonhip, Aouffh it was muA written up from time to time by 
hm Ac obscTrtin, docs not seem ever to have been real^ and in any 
case Ml precautions have been talcen agAnat it. The doinbiani 
power in Ac Soviet Union remainj, and is likely to rematWp Ac 
Communut Party; and Acre are no longer inside its frontiers 
any forces of disrupdon that are of serious account. 

in iht f/iumi 

This b a highly remarkable feet in view of Ac large number of 
separate nadonaiittes of which the popula tion of Ac Soviet Union 
b made up, Ii is generally agreed, even by many who strongty d^ 
like Ac genEral achievements of the Soviet Union* that its hand¬ 
ling of Ac problem of natlonalides has been highly succcsful. A 
effect Ac ^viet Union* by giving Ac fullest rccagnition to tils' 
linct national cultures* over small areas as wdl as fergCj has 
succeeded in enUsdng nationalist ieutiment strongly on Ac 
Ac great federation of peoples which it is> and has not been 
troubled at ail by separatist uaiidctal movements since its 
early days. Some peoplci who are ready to turn cveryAing to Ae 
discredit of the Soviet system^ will doubtless argue that Ab 
immunity has been due to Ac ruthlessncss with which every klEid 
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of oppodtltm huts been liqindated; but it ii not very plauiiblc td 
argue that nationalist fcchiig could Lave been entit^y prevented 
irom expressing itsedf vnthin the country^ if it bad b^n Atmngly 
present. At ope time^ a good deal lued to be heard about 
Ukrainian and Geoigian pationaLism as forecs capable of com¬ 
passing the destmeuoD of Communist eonnrol; but podiing of any 
lignLOcance has cmaniiLed from them m recent years. 

Is iht Stmei Utmn ^Totatiianim*? 

This success ip bindipg a large number of peoples, with widely 
differing cultures and levi^ of ctviJisadon, togcdic? ipto a single 
poLiiioo-economic system is the Soviet Uniop't most unequivo^ 
and most widely accepted aebJevement. On other nmtterSk judg^ 
ment^ are still utterly diverse. Thcrt were tnapy before imi, and 
there are b^gmpipg to be many again now that the Nazi d^iger b 
dope wiihj who contend that Hitler and Stalin are much of a 
pattern and denounce both Hiiicr'a Genimny and Stalinas Ruma 
as ‘totalitarian/ anti-dcmocratic regimes^ On the other aide, there 
are many besides proftaaed Communists who the Soviet 

Union as the leader of the forces of world Socialism and as Cw 
more democratic in es$entLils than either Great Britain or the 
United Stairs. It Is an undoubted fact that the Soviet Union'i 
popnlarity m Great Britain has noticmbly waned since the end of 
the war—mainly because many Labour mpporters have resented 
the implication that Labour^! advent to political power has made 
no real difiercncc to British world pobeyj and that in world afiairs 
Great Britain still stands beude the United Slates as the exponent 
ofcapitalbim But even when full account has been taken of Ihii 
revulsion of feding, it remains true that there is in the main body 
of the active working class, in Great Britain as elsewhere, a deep 
feeling of sympathy with the Soviet Union, and of detenmnatjon 
to take no part in any action directed against it. There is, how¬ 
ever, overlying this feehng, but by no means doing away with it, 
a sense of disquiet, whidh, based mainly on w'hat the ordinary 
nmn hears reads about Soviet policy in foreign adkir^ also 
people more ready to listen to allegations that Soviet 
inicTnal policy has ceased to be conducted in the interests of the 
working and has come to be that of a narrow dictatorship 
thinking purely in tenns of power over the masses^ This opinion 
has indeed spread to some who were formerly loud in thchr praises 
of the Sovki Union: i± fimla its most forceful expression in George 
Orwell^siatirc, Farm, 

Let ui face the full force of the charges that are made against 
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tlic Savi<^ Union^s intcma.] poUc>%iind thtfn come back Lo ibe dis¬ 
cussion of atdtude in internatioiml ^Sinirs. The thing tbat moai 
British observers who began by feeling a stjrong sense orfelimv!ibip 
with the Soviet UmOQ And bnklest to stomach is the fate that has 
overtaken so rmmy of those who were once the leaders of the 
Communist Party. TTiey fcimd the great treason trials of the years 
before 1939 incomprehensible. It was very. dtihculi for men 
brought up in English habits of thinking to undentand either 
the prisoners could get up in cotnt and make meb startling con¬ 
fessions as they did or how, if the confcasiDns were true* they could 
ever have behaved in the extraordinary ways in which they 
seemed to liave behaved in fact, This i^iure of comprehensinn 
was partly due to the entire Uck in Great Britain of any experi¬ 
ence of ijjKlerground conspiracy, iuid of any knowled^ of 
curious psycholDgieal effects. It was also due partly to a sheer 
difference of temperament* the esdstence of w^hich will be 
admitted by any English reader of Russian noveU. NcvcrthclcsSf 
when all allmvance has been made for these factors, the trials do 
remain diAicuh to understand, and it does remain hardly believ¬ 
able that some of the reports of sabotage attributed to the con¬ 
spirators—to say nothing of some of the taller stories told against 
Trotsky—wwe well-founded, and hardly possible 10 reject the 
idea tha t there wai an element of hysteria among both proaccutor* 
and prisoners. 1 myself, for what my view is worth, wrestled hard 
with such evidence as I could g)ei, and came in the end to the con¬ 
clusion—largely based on Radek's testimony—^ihai the trials were 
in no sense mere frame-ups, and that tliere had been actual and at 
one time formidable plotting against the State. I also dismissed 
sheer nonsense the ailegation that the prisonm had been tortured 
or drugged into confessing;, for 1 cannat conceive how sudt 
opinipn could survive a careful reading of what the piisoaefs said^ 
This, however, still left the main question open. The prisoners 
hod been plotting against the State: that was ucor. But what was 
the real character of the Stale power against which their plots 
were directed? Had Stalin and his assiociates really "betray^ the 
Revolution,'" or hod they not? Nothing that w^as said either in the 
coune of the trials or ai other limes against the ^Stalinist dictator¬ 
ship' nt ail convinoicd me that such a thing had ocamrd. I mysiJf 
fcltp and continue to feel* a itrnng temppamcntal antagonism to 
Staiim t do not hke his cniud; and 1 cardEalLy hate the atmosphere 
of hcro-wofship with which he obviouily loves to surTOund hbn* 
seif, or, if he docs not love It, regards mgood policy. The condou^ 
adulation of the 'GencraJissimo' makes me fed dek; It offends my 
radicailmi, wbkh is my deepest emouonaJ raponic. But to dislike 
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SudiD^i mind, dr the aduXation he cxfieta, or even many parts of 
his policy^ is an entirrly dJiTcrenL from regarding him as 

an apostate from his revolutionary f^th^ or os a mere sccicr 
after pendnaJ power; and I can discover nothing tn hit conduct 
that could legitimately brand, him with these viceSh As htr as I am 
able to 5CC, the hilrnml policy of the Soviet Union has been con- 
flisLcDtiy directed in the interests of the main body of the people 
and has almed^ first at consolidating and lecuring the victory of 
the Revolution, and 9econdly,i at raising standards of productivity 
with a vie^' to advancing the standardi ofUvitig as Ikr and as fast 
as this can be done comistendy with the first object. Obviousiyi 
fhctc has been a nevulsion—which I difflikc>—fiom tJie first fine 
fiourisiung of Socialist idenUsm and a return to the greater use of 
material incentives lo labour and to greater recognition of 
inequality in both pa>^cnt and education. 1 am not in a jKisition 
to judge how Bir these steps were avoidable; and In any case 1 can 
ice no evidertce in them that the Soviet Union b building up a 
new system of class exploitation. IncquaBdes^ if they ate not too 
extreme, do not constitute class differences; and inequalities of 
earned income are very dJHerent from inequaUties based on 
incomes from property descending from father to ion. In these 
respects the Soviet Utkton, as iar as I can tell, remains coniutent 
to the Marxist Buth; for Marx alwap insisted that at its fine stage 
the Socialist Revolution would need to strike hard at incomes 
from property^ while leaving carningi to be based on llie difierent 
vaiuei ofdlfifcreDt men's contributions to the social product. Even 
quite big dificreucf:^ of income seem to me to fumim no evidence 
of backsliding fiom Marxist Socialism on the part of the Soviet 
Union. Moreover, it ill becomes those who defend in their own 
countries large inequalities aiiiiiig out of the possession of property 
to cast stones at the Soviet Union for recognising differences of 
earned income. 

Recent educational changes,, including the reimpasitjon of fees 
for higher educadon, arc more disturbing^ But^, here can 

we, who still tolerate the *itVD nations' m our school lyitcm and 
leave much of the opportunity for h igher education to depend on 
the parents" ability to pay fee?, legitimately cart itones? The 
Sfiviet Union, wliaiever Uic Umitationa of in educational methods 
may be, is conductiisg the vastest and most democratic experi- 
ment in higher education that the world has yet krum^n. Maybe it 
had to do something to keep- the detnand dovTit to the practicable 
supply of^ood teiumcaT and of neepsory equipment; and maybe 
an extensive system of scliolarshipsp with tow fees for oiher 
students, was the best imm ediate answer it could devise. 
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Frti Sptic/t 

Much moTT scrioufij from the siajid|M>int csf Wcsicm cdltc^f ii 
the undoubted suppresnon of freedom of speech and of a^ociation 
wherever thcie involve any prolbiJity of aitaiJt on the Govern- 
menE in pownr. Our Western conception of demcN;:raey rcgatdi 
free speech and freedom of assodation as the very foundations of 
democratic governinctii. llie leaders of the Soviet Union dearly 
do not; and on tlmt ground it comes easy to us to accuse them of 
acting in an undemocratic spirit. Evcn,i however^ if we do ^ 
attack tlicm^ let us try to understand their poini of view, andp m 
Older to do this, let us make sure that we understand our own- 
Freedom of speech and of association are rights which our demo¬ 
crats fought for, and to a large extent w'on^ under a system of 
government that was clearly not democratic, and that uo one 
claimed to be democratic. They were detimndcd^ and largely 
won, as rights of the democraik opposition to nuLke its voice 
heard and to Lnflueiice the actions of the undemocraric Govern* 
ments and Parliaments, bused on a narrow franchise, by whidi 
we were ruled. Because we tvou these rights under an undemo 
cratic system, w^c recognise them as rights and are prcpaied to 
concede tlxcm, within hmlts, to our opponents when we hold iht 
power. The Rtwians, howeveri did not at any point win th^ 
rights effectively under Qtardom. They were denied their exercise 
right up to the Revoludon, and knew' wx:ll thereafter that, if the 
Revolution were overthrowu, they would be denied them again- 
Accordingly, to ask them to concede these rights to their oppo¬ 
nents is not to them to concede rights wliich they have ever 
successfully claimed for themselves. It is to ask them to behav'C 
towards their critics as they have never been behaved towardst 
and as they know their critics would not behave towards diem u 
the roles were reversed. The Revolution could not have won 
power except by being mtolerant; and it is doubiful if it could 
possibly have held powder after its initial victory except by taking 
ovcTj and applying to iti own purpose^ the iutolerancc of the pff*" 
ceding regime. ITie Soviet Umnn inherited Intolerance hunt 
Czardom; and it is unrealistic to judge it as if it had the same 
historic reasons as we have for venerating fixe speech 
freedom of associative action. 

Democracy^ in the Riiw a a n view, is based not on these fixcdoi^ 
which wc, but not they, used as stepping stones to democmhc 
power, but on successful das revolt. Russian dcinocratk; thought 
accordingly emphariscs the factor that brought it to power—thi‘^ 
istosa^t it puttithesoxson class and on dass-solidarity. ^fhe notion 
of a h^bly disdpUtied working class, under iixong Icaderdripj 
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subsum^g its collective power for the cJass-poucr of the old 
iT^gimc, la aa fiuichiinental to the Riisslari concqjtion of democracy 
as the freedoms of speech and of Emodadoo arc to oun. They lead 
stmighi to the conception of the single party, foJJowing solidly as 
accepted ‘party line/ carrying internal debate up to the point of 
dcqirion on policy, and then all aedng as one on the deebion 
r^hed, sinking private difFcrcnces of opinion in the intoests of 
the class. These notion? arc repugnant to most of us, with all our 
highly develop^ belief in the value of the mdivldual as a judging 
perwn, and with our fiiitli in spontEineous private and group 
action as an jnstrument of piecemeal leform. But equally these 
notiot^ of ours seem treason to democracy to a people udiose 
Qcpencn^ has been that of disciplined underground struggle, in 
which ^ure of solidarity meant betra^-al and death or cxile.^ 

It is legitimate for nsj believing in the value of our own ii'alues 
and in the high merits of a society which gives wide Ireedoms of 
and assoc latioup to hope that these virtues tvill presently 
achieve lecogmtion in the Soviet Union, as soon as its leaders are 
not aliay, It b legitimate for us to hold that,, when the Icadem in 
the Soviet Union no longer believe that there is a world con¬ 
spiracy to overthrow Communism and to bring back tlic capitalist 
autocracy which is their enemy, they will begin to recognise the 
of these freedoms. But it b quite absurd to die 

Soviet Union as undemocraUc because it does not practise tliesc 
virtu« nw. How could it. in the Ught of its hblory * and, if it had 
practised them, would it have been able to survive? 

^lliere are other kinds of democracy besides those which, 
because of the historical conditions of our own struggle for 
d^ocracy, we have Icamt to embody tn our conception of it. 
^e substitution of the dass^poivcr of the Ruisiaa pro¬ 

letariat, ofganised in the Comxnnnbt Party, for the class-power of 
die Gaarist system was a real democratic victory, though it did not 
™ult in the establisliment of demDcratic government on the 
Western model. 

The Ptfrifiort of Commmist Parjj 
It can, of oouTK, still be argued^ by those who accept what 
^avc just been saying, tliat the Soviet Union U not a democracy 
o«auw its Ckimmunist Party does not represent the might of the 
organised worldtig class, or because, even if it does, the working 
class w h ich it represents b not a majority of the whole people. To 
the second of tbese criticisms the answ-er—which seems to me 
—is that the CommunisEs were right in arguing that it was 
the task of the industrial worker? to lead and to aroiise the 




peasants^ who wm LncapablfT \%'ithout them, of cficctivc 
organised action, and that in fact^ when the Revolution had been 
made, die Communist Party shoi^'cd a keen desire to broaden its 
basis by cnrDlllDg as many peasants as it could, and by doing all it 
could to train up leaders l^m among the peasants. To the lint 
criticism the ans^'er is that the Communiat Pany^ even if it 
includes only a minority of the workers, doft* undoubtedly tnclude 
most of the more active and intelligent among them, and that its 
members show no sign of being diuatMed with the democratic 
character of its mten^ oigaciisation, or of feeling themselves ta 
be merely bossed about by a gang of leaders who do not represent 
their wUl. The part played by the Communist Parly in the work¬ 
ing of the Soviet Union could not be nkyed unless there were 
literally miliions who believed In it andj bemuse of their belicfi 
worked hand and willingly to spread its influence into every nook 
and cranny of the social structure of the country^ 

Ah, say the critics, but so did Hitler depend on the willing 
service of milUons of mcniber$ of the Na^i Party j and Avhere is the 
difference? The difference, as 1 see it, lies both in the social 
objectives and In the internal oiganisatton of the two parties con¬ 
cerned. The Communist Party stands for a conception ofwelfarei 
to ^ achieved by collective development and proper use of the 
national resources. It docs not sta^ either for war or for any 
notion of predatory superiority over other men or nations. It Ls 
moreover oi^nSsed on a principle of internal democracy, even if 
Stalc-^worship has done something to interfere with the practice of 
that democratic principle. I write, not as an adherent of the 
Communist Part>^, but as one who strongly dislikes its doctrine of 
*dcmoeralic centralism/ Bui I can sec noting in common between 
it and the Nazi Party, beyond the obvious fact that they arc bodi 
modem mass parties using modem propagandist techniques. 

1 do, then, accept Soviet democracy as a legitimate form of 
democracy, and reject altogether the notion that It m m«ely 
autchcracy in disguise. But of course, k is not, at any rate in the 
shape in which it exists in the Soviet Union, a form of democracy 
at all appropriate to Western conditions, or fitting in with the 
democra^ traditions of the WesL And, equally, of course, it ba* 
become in practice less dcmocratje under the immense strain of 
total w^. Hoiv could it have escaped doing so; and how can it for 
a long time avoid carrying with it the sdginata of its great ordeal? 

Poiicj 

I come back now to Soviet international policy^ in the light of 
what has been said about Soviet poUc>^ in its mtemal aspects. The 
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external policy qf the Soviet Union baa tivo main objecci—the 
picvendoD of vvar on the grand scaJCp and the extenatbn of Soviet 
mfliicnce* The firat of these objects Ls puraued in the light of a con^ 
viedon that the only real danger of world waPi ai long as Germany 
is kept thonoi^hly disarmed, is that of a concerted attack on the 
Soviet Union in the interests of world eaphalisin, and that accord¬ 
ingly it is desirable to foster division and weakness among the 
potential members of an antj-Communist world crusade. The 
Soviet Union is perfeedy sincere in desiring to prevent the United 
Nadons Organisadon from breaking dowiip because a breakdown 
would obviously increase the danger of warj but It is abo jet on 
preventing: the development of U.N.O. into an mtemational 
auth oiity with effeedve control over the behaviour of the member 
States^ because it fears that such authority might be turned 
agfainst it by a majority of capitalistically minded States. From 
this fear cornea its insistence on the poviCr of veto, its refusal to 
contemplate such proposals as those of the United States for the 
control of atomic eneigy, and its hc^dlity to any Incfease in the 
powers accorded to the Lesser States^ which it fean might be 
Qi^niscd into an antl^oviet blx. These features of Soviet Union 
policy frequently give the appearance of crabbing U.N.O. But it 
IS very far from the desire of the Swlct diplomatists that 
should break dtnvm They It to succeed^ in its fimedon of 
preventing war; but at the same time they dare not trust it to act 
by a majority^ either of the ^vhole Assembly or of the major 
States. Reganliiig the Soviet Union as isolated* except for its 
immediate satelUtes in Eastern Europe* io a hosule wwld, they 
Jeel it to be indispensable to preserve the right of veto intact^ even 
when insistenoe nn it threatens to stultify the endre Viorking of 
the new intcmadonal system. 

The Soviet leaders can adopt this atdtudc the less rductantly 
because they do not believe In the possibilldes of constructive 
economic cooperation between countiies working under radically 
difTerent economic systems. They envisage the entire relationship 
betwten themselves and the world of capitalism, in which they 
include Great Britain as ivcU as the Urutro States, aa one of bar¬ 


gaining and not as one of co-operation in a common cause. They 
are prepared to make bafigalns with capitalism^ wherever they can 
see an advantage to be gained by doh^ so; hut the advantage 
muit accrue to the Soviet Union and to its peoples and alhcs* and 
advantages that will accFue to the peoples of the capitalist 
countries do not count. Capitalist groups seeking powers of 
economic exploitation in backward areas have never been moved 
by cooddcTationA of ad vantage either to the peopli^ of these areas 
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Or to tlie working cLassci of their own ooimtrieft. In much the ^ajcnc 
way^ the leaders nf the Serviet Union think in lernMg. not q( the 
mutuaj advantages that w^ill accrue to others* or to tltc world ai fl 
whole, from any suggested rorm of intcmational coUaboratlou^ 
but only of such advantages aa will accrue to the S^et power and 
to the peoples living under it. They take up this attitude because 
it is for them axicimatie that the weU-bcing of the peoples of the 
world dcpe^nd:s on the victory of Comm unism wer capitalism, and 
because this constitutes a denial of the notion that there can be 
forms of international co-operatiou that are good in their effect^ 
irrespective of their tendency to further the victory of Com¬ 
munism in the countries at present living under the capitalbt 
system^ 

Th£ VitiD of 

This is a view' of U.N.O. Quite diEcrent from the view held bf 
its principal British upholdcn^ induding the British Labour 
Party. For the leaders of British Labour arc dbposed to regard 
U.N.O.^ not mciely as an inrtTument for the pmention of war, 
but also as a means of furthering constructive co-operatioo 
between nations living under widely different social and economic 
systems. They do not. like the Soviet leaders, rcgaid the victory uf 
pioletarb]:i Socidism as a necessary precondition of cnnstrLictivc 
iDtematlonai action; they think of the U.N.O- Aacmbly, of the 
Economic and Socl^ Council, and of the other oigans built up 
under the auspices of the United Nations as cmbiyonic iittcr- 
national Parliaments, in which, as In their own ParhamenT, they 
expect to find an Oppemtion as well as a party in power, and to 
make dccbJons by voting, following upon open dbcusslonSp hi 
such a wuy as often to accept compromise with the opposing 
groups, in order lo get a working solution that will not provtjkc 
undue rcsbtancc. In effect, the British, and most of the Western, 
leaders think of U.N.O^ on the analogy of a national Parliament 
with more than one party in it, whereas the ^viet leaders regard 
any body ptsssessing thac characteristics ns mi like a Soviet, and 
as unfitted to advance beyond mere bargaining; to any sort of real 
co-operative action. 

It follows from what has been said that the Soviet UnionV 
general attitude in exten^ policy wi]l be one of puihlrg, as fitr as 
it dorcs^ for its own soluiioa of every problem that comes vip, 
of yielding only when, and as far as, iruistence on iu own solution 
endangers the wry BUTvivoI of the intemational machinery for the 
prnentioo of U is, however, of the casetice of the Soviet 
Union's position in world affisin not to allow this machinery to be 


dcAtroycd; And accordingly tU rcprwnmtiva will, m the last 
rraqri, accept within vepr viidc liimu any conotsaion that they 
regard aa necessary for its preservation. They wili always, how- 
ever, give way at the last moment, exacting every coneosion 
which they can induce other cotmirics to makcj and this will con- 
^iially tend to give the Soviet Union the appearance of abstmet* 
ing the effective working of the UA"pO* system. 

In pardcuiar, it wtU always seem to the Soviet leaders fully 
Ir^timate to give all the hacl^g they dare give to any force that 
will make trouble for capitalbm or imperialUm in the areas still 
subject to such influences^ Th^ abet, as far as they darc^ 
every nationalist movement of revolt against an Imperialist power, 
not only because their sympathies lie with these movementSp but 
also because they regard the weakening of LmperiaJlst control as a 
valuable means of acrengthening thdr own Avorld position, and 
hope, by embarrassing the impcTLalist countries with colonial 
revolts, to make them less able to spare energy for an attack on die 
Soiact Union or for extending their opeiatioiis in the countries 
whicb fall mainly within the ^viei sphere of influence. Nor will 
they think shame to blow Alternately hot and cold on the 
nationalist movTiments or on the other forces of revolt in the 
capitalist world, accordhig to what Hsms to them eapedient 
from the standpoint of their own strategy. 

The con5ec|uencc is a shtfling policy which oflen shocks the 
^liberal* idealists of the Western countries and bewilders simple- 
minded people who do not share the underlying Communist 
philosophy. For the foreign policy of the Soviet Union makes 
sen^ only upon the assumptions on which it rests^that world 
capitalism will overthrow the Soviet pow'cr if it can, and that no 
Constructive collaboratioii, is possible bctvi'cen Communist and 
capltiilist countries—though bAigaioing without war is possible, 
and concerted negative action for the prevention of war is also 
possible, as long as it is cooceived in terms of bargaining and not 
of common solidarity. If these premises are once granted, the rest 
logically follow;?, including both the insistence on the right of veto 
and the pushing of diflerence almost to the point at which break¬ 
down would become unavoidable—but never quite to that point, 
Whether this attitude is Justifiable in the light of the world situa¬ 
tion and particularly in the light of the strength of the anti- 
Communist forces in the United States and in Western Europe, 

I must leave the reader to judge. It is leas important to say 
whether it is justifiable than to recognise dearly that it exists^ and 
that there is for the present no way of escaping the eonsequenees 
of its existence^ 
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For, if \war h to be prevtfilcd from recurring on a world icalc, 
the fx;oplc 9 orthc world mii^t lise to Lhc full luch meaiu of preven- 
don aa. are open to thetrip and fnmt not refuAC to employ these 
means on the ground that they ought to be much belter than they 
are. cannot work wcJI os long sts ooc of its. main oon-^ 

sdtumis regards it merely as a bargaining m achinc and denies the 
possibility of using it as on agency for constructive co-operative 
effect. Hut even U.N.O- thus hobbled is surely very much to be 
preferred to nothing at alL 

The Sifuiet Unumj ike United Si^tes^ antt OarseiBes 
The only danger of a third World War that presents itself arisei 
out of the possibility of armed conflict between the Soviet Union 
and the United StatesH Other nations would undoubtedly be 
drawn into such a war, if it were to break out; but cssentiaiJy it 
would be a war between these tw^Oj whatever allies each might 
find in the struggle. It w'ouldj moreover, whatcvcTils outcome and 
its effects on the two main beUigerents, be plainly a sheer disaster 
Ibr the rest of the world, and above all for the fbnrter Great 
Powers of Europe, which have lost their cffcctb'e standing on a 
It^el with these two giants. At any rate, it would be a supreme 
disaster for both France and Great Britain, on whichever side tbey 
were ranged, it would be so because both France isnd Great 
Britain are too tired and weakened by the wars they^ liave fought 
already to have any prospect of facing another without sheer col* 
lapse, and also because neither of them could hope to enter such 
a war as a wbolc-hcnrteci supporter of cither of the main bd* 
ligcicnts—so that there would be added to the disaster of inters 
national the high probability of civil war, or at the very least of 
fundamenta] divisions that would tear their societies to pieces- 
If, in such a war, Great Britain or France were on the side of die 
Soviet Union against the United States, nearly alL the Roman 
Catholics and the great majority of ihe upper and upper rniddk 
dasacs would be in an attitude of active disloyalty to the Gm’cni' 
ment, and in all probability the Labour PEirty itself would be split 
deep ia the antagomsm which some of its supporters feel to 
Communism and to the totalitarian edemenu in the Soviet doc- 
tnne, If^ on the other hand, the British Government were in arms 
agajnsl the Soviet Union, a large part of the British v^^orking class 
Would l>e definitely against it, and would be doing its best to 
hamper the war eflbrt—how large a part depcndii^ on the tir- 
cumstances under which the war had broken out, and on the 
effectiveness of the prepagoiida carried on fbr and against it* At 
any rate, the division would go deep enough to prevent the 
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effective mobilisation of the national resources, and quite posslblv 
it would go to the length of actual civil war, 

TIte plight of France would be even worse, botli because of the 
greater cjthauation which the country has suffered in the two 
World Wars and because interna] divisions would lac even deeper 
than in Great Britain, Here, neither Catholicism nor Conunutiism 
is a dominant political force: in France these two creeds form the 
basis for two of the three great parties wliich hold the ollcgtance of 
the largest sections ol the people. War between the Soviet Union 
and the United States, with France involved in it, would split the 
French nation into contending factions so bitterly oppoaed that 
sheer catastrophe would be inevitable. 

It can be argued that the very disastrousucss of war between the 
world's two leading States, fltitii the standpoint of the States that 
share with these two the main responsibility’ for making the 
Unit)^ Nations Orgajiisation a successful messenger of peace. Is a 
sufficient reason why war should not occur. It is indeed a reason 
why Great Britain and France will evidently do all they can to 
prevent war; but that is not at all the same thing. The critical 
question, as wc have seen, is whether two great cxpansiix systems, 
the one based on private capitalism and the other on Com- 
munisan, can go on etdsting side by side, when each of them is 
bound to be attempting continually to bring more and more of 
the rest of the world under its predominant in fluence. The chance 
they can do this depends, as we have seen, to a great extent 
the BUCC.C33 of Other important countxi'is in mukin^ to 
both the contestAnl^j chsit they thm it clisilicrijging tlic 

superior power of the two gi^nts^ to resist sibsorptian by either, 
3Jid to continue lo de\'dop thrir own w^^ays of living in indepeiid- 
ence of both. This the lesser countries cannot hope to do if they 
remain isolated one from another; for isoL&tion will only lu^c 
iheir internal politics a fection-fighc between the rival supporters 
of the American and Soviet wayi of life. They can stand out 
against absorption or internal disruption only if they can. make an 
independent way of living for themselves, over a large enough 
area of dose collaboration to give themselves a chance of develop¬ 
ing effectivtly their own answcTB to the probLrms of the modern 
world. Or perhaps I should say rather that they must set out to 
create for themselves not a single grouping, apart from the t^vo 
predominant powers, but rather several groupings, corresponding 
to diOcjTcnt regional conditions and tr^tions of community— 
one in Western Europe^ a second in India and Southern Asia, and 
a third in China and Japan—unless indeed these Utter can Ik 
successfully fused into a suigle group. 
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These needs will cxi^tp whatever the course of political de\'clop- 
incnt may be in the Uniicd States and in ihe Soviet Union. But 
what happens in these t^vo countries will of cour^ greatly sffrtt 
the requisite forms ofdcvebpinent and grouping in the rat of the 
world^ and the rdadons to them of such regional groups as may 
come into being elsewhere. It h tliertforc necessary^ in conddering 
the general world oudooki to make as gocwl an estimate as w^e can 
of the tendencies that are asserting their influeiicc in them. Tliii 
will be attempted for the United States in a ktcf chapter: in the 
present chapter I have tried to make what sense 1 can of current 
trends of opinion and policy in the Soviet Union and in the areas 
mainly under its influence^ 

This has ijeen a difficult taskp because throughout the \mr the 
peoples of the West have known all too little of what lias been 
going on in the Soviet Union, with the consequence that difTejtrni 
observers have put quite irreconcilable mierprctations on the 
course of events. There art some who contend that Rujsaia has 
ccasedt for all practical purpose^ to l:>e n Socialist country and has 
reverted to the old pan-Slavist ideas of the Gsarist epoch* Accord¬ 
ing to these Cas&andras, the Soviet Union has now^ to be regarded 
siMly as a great military power, with designs of world conquest, 
and witli no more regard than earlier militangt empires for the 
welfiire of the common man, either at home or abroad, or fbr any 
idea of world colbboration m the arts of peaceful progress. Sulin 
L5, in this view of the situation, simply another Napoleon, or even 
another Hitler^ dreaming of world conqucft, and with nn higher 
ideal than that of military dominatioii over all the peoples, 

Tib diW 0 / Sotriei 

This viciv seeim to me to be utter nonsense. Even if some of the 
lead™ of the Soviet Union ane dreaming of world dominion, thdr 
dream, I feel sure, is very different horn that of previous would-be 
lords of mankind. I can see no evidence that they have in any 
degree ceased to be Socialists, or to pursue the ideal of Socialism 
in the form in which they have held it fhim the first. The world 
dominion at which they are aiming is not one which would m^c 
the ^vict Union master of the world: it is the victory of the world 
Socialist revolution as they understand it. They want^ in every 
which they can make their influtmcc onend^ to destroy 
t- captulism and to set up a proletariaji dictator- 

ship based on the public control of the raourecs of production and 
leading to ihdr use for the txillejctivc benefit of the ‘workers and 
peasants/ reganded as a combined cLm with which lies the 
histone succession to capitaiiat-imperialist rule* Stalin and his 
80a 


coUabcratoni have by no means given up the Marxian philosophy 
with which they began. They arc acting ruthlessly in the spirit df 
that philoiophy^ and have good Marxian ivarrant for e^^erything 
they are attempting to do. The Sdciali^u who deny this^ and pro¬ 
fess to regard the Soviet leaders as apostates from Sociolbni, are in 
eflect denying that Marxism is Socialism—by which they mean 
that when they see Marxism being put into practice with real 
pow'cr behind it, they do not like iL 

What they dislike abour it [s^ hrst, its stark denial of their vaJnes 
and of Uicir traditional morality, which they have mherited from 
Christianity and to some extent from a pre-Christian ethic that 
found its finest expression in ancient GtoCc* Tlie heart of this 
roomJity is esm for the individual, and belief In the supreme 
importance of the Individual souJ, Tlua belief has been tradition¬ 
ally associated in Christian theology with bcUef in on afterdife; 
but it h not inseparably linked to such a belief. It is fully possible 
to hold finnJy to the ettucaJ tradition of Western civlllsatidn while 
disc^ing ^ faith in the notion that the i^ividual is dcatincd to 
survive b^ily death. WTiat is not posable is to maintam both the 
traditional faith in the supreme value of the individual and tiie 
Marxian £iith in the supreme efficacy of the das?^ And it is, 

I think, the case that in the Soviet philosophy the er when 
class has been transcended the whole pecple, counts Jfor every- 
thln^p and the individual for so little as to amount practically to 
notlung at 

This docs not mean that Siaiin, or those who think like htm, do 
not care w^hat happens to ^people/ or whether they are happy or 
not. 1 am sure he cores a groat deal- But he thinks,and feels, about 
"people* statistically, and in the mass, and not as unitSj each of 
whom is an independent repository of "rights/ Just as Jeremy 
BcnUiam scoffed at the rights of man, and preferrod os au altcr- 
nativc principle^ ‘the grratest happiness of the greatest number/ 
BO the Marxist stands for a doctrine of 'utility* which makes the 
individual a mere statistical unit in a calquiacion of goods and 
evils. The difference is that, vtfhcieas Benthamism counted heads, 
and thought in terms of adding up individ ual u nits^ Marxism sets 
out from the conception of the ‘most numerous class," regarded as 
a plural imiE, and sees the mdividual only as a fraction of the closs 
—^with the mcjdentaJ^ but highly important, result that indi¬ 
viduals who do not belong to the right chs^ do not get counted at 
all, nor do their pleasures and pains get reckoned into the sum of 
go^ and evils. Tiifr seems to the Wcaiem Socialist, as the heir of 
the Western ‘Jibera/ tradition, a grossly umnoml doctrine; and 
w, in the last resort, it is. But w'c have enough gLass-houscs of 
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ouf own for it to be unwi^ on our pnrE to spend otir time 
heaving bricks at the glass^hotises of other nations. Our for 
to-day and to-morrow ia to make the most of every chance of 
international co-eperatidn, however disappointing its iumtadons 
may to our own hopca, and in particidar steadily to look for 
wiiat is best in the great Russian achievement rather than for 
what 13 wortt, btMusc it cornea out of the evil Gzarist tradition 
to which the Soviet Union has fallen heir. 
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CHAPTER V[T 


INDIAN DEVELOPMENT—A TEST CASE 

IfjorA IS A COUNTRY of ncarlv four hundred millioa people, 
of whom about threc-quarten Uv^ in the Bntbh ludJaa Provinces 
and the remaining quarter m niuiiijefmis native States, ranging 
Grom considerable countries, zuch as Hyderabad and M^Tore^ to 
tiny ftretches of land with a mere handful of inhabhants. The 
country is inhabit<e»l by numciroiis peoples, difTcring vddcly in 
culture and in reUgiooi and also in standards of livir^. The out- 
siding division Ire tween Hindus and K-iuhometatu—wKici lias 
given rise to the demand for partition and for the establishment 
of a separate State of PaMstan—is only the moat important of a 
mirnbcr of cleavages which n^e Indian unity difficult. At the 
outset, I do not propose to discuu these questions^ or the great 
question of Indian self-government cither in association with or 
apart from the Bntish Commonwealth. For the moment I am 
concerned only with tliecconooiic amets of the problem oflndia; 
and in this connection there b little doubt that the whole country 
ncoi^ considering as one. It is so considered in all the plans of 
Indian economic development that 1 have stiidiedp noiab^ in the 
so-called 'Industrialists^ Plan^ put forward by Mtrsm, Bida and 
Tata and a number of other leading Indhm capiiaiistsi in the 
^Pcople^s Plan^ of Mr. M. N* Roy^s Indian Federation of Labour 
and Radical Democratic Party, and in the preEi^imiy proposals 
proposed under the at^ices of the Government of India. 

'fhe peoples of India are lerribly poor. The vast majonty of 
them live by working on the land* or in doK connection with land 
work; and die vast majority of Indian agricultural holdings are 
very small. Holdings of two acres, or Icsi^ arie very common; and 
most of these tiny holdings are cultivated with the aid of very 
primitire Implements. Most Indian culdvatora are tenants^ paying 
rent to a landlord under one or other of the three main systems of 
land tenure. The commons system is that of'Zemlndari^ tenure^ 
under which the cultivator pays rent to a Zemindar^ who is In turn 
responsible for the land revenue payable to the Government. The 
mond sj-sicm—* Mahalw ari^ tenure—is based on collective hold¬ 
ing of the land b>' bodies of eo-owmers, w'ho are jointly and 
severally responsible for payment of land rm-enue* Under the 
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thW, or ‘RyotwBri' jystm, land i$ supposed lo be held directly 
imdcT tiic Cdvcmmcnt by the xndividuiu cultimloraj but in pr^LC- 
lice much of the land ^ held ts Jet to tciuints^ so that the diflcrence 
IS often not to great in practice m it appears. The Floud Com- 
ttusiion* which* shortly before the wbx ^ reported 00 the land 
systems of Bengal, reepmmended the abolition of seraindari and 
other indirect tenures and tlic establishment of direct relations 
everywhere between the cultivators and the Stale—in elfcet, 
natiDnalisation of the land. 


The Land Qjiestion in Indin 

The Indian peasant has in moat eases to find not only his fent 
and quota of land revenucj but also interest* usual Ly at a high 
fate, to a moneylender. These peasant debts have been piling up 
ov^ a Jong pcnod^ and are a formidable hurdenT especially in 
pcTJCKlfi of low amcuitural prices. Moreover* the peasant cttlti* 
valor^ being in debt and having no reserves, has usually to 
market his prod^c under very uafavourable conditions. He haa 
to_ sell in the local market, at the time of year—just aAcr harvest^ 
when pr^cs ^ usually lowest, c%en where he has not previotijly 
mortgaged hia CTop» Ofteni he is in effect forced to sell to hi 
CT^itor* at a pnee which the creditor ia in a podtion to dictate. 
If hM c^p Ikiis, he further into debt. In addition* many poik 

smali holdinp are burdened with charges paj^blc to absentee 
membm of ^e family. Finally, there are too many workens on 
trie and, with population increasing at the rate of about 
^ pressure of rural population was celting 

steady more mteiue rigJii up to the war; for the growth of 
Ufhjui mdustnes was not nearly rapid enough to absorb the 
rural surplus. 

Tlje ;^erage income per head in India was estimated shortly 
the outbreak of war at well under per annum, as Com¬ 

paq with over ;i;ioo in the United Stales, about £74 in Great 
jT*® ttt Japan. These are general averages, 
SC poor* town^wcBcr^ and country-dwcllci^t 

mikc. T^e peasant average in India ts obvimaly much lower; tlie 
itulustjuUists Report puts it at £3 ibr. 6d. for all in the 

areas, as against £ia gf, in the towns. The acrfoulturol 
laoourars, w ho have no land of their ovvn, in many cases work (or 
a any rate did » up lo 1939) for wages of arf. or 31/, a day, and. 

v' without work for several months in the 

Jrtar, No wonder the eapcciation of life at birth in British India 
un cr 27 m 1931, or that tlie rate of infant mortality was 



ne^Iy 170 per thomand, or three liinc* as high as ia Great 
Britain. Yet, as we have seen, populadan has been rising fast, for 
the birth-rate is about 34 per uiousatid inhabitants, or more than 
twice the British rate. 

^ In India tenday, about 70 per cent, of the total w'orktog popula¬ 
tion is engaged in work on the land. 'ITiis is a lotver percentage 
than IS found m some European countries; for India had, even 
before the war, at least 15 per cent, of the working population 
engaged in industry, and at least 13 per cent, in service occtipa- 
tioiu.i India was by no means without large-scale industrire, of 
which there has been a rurthcr development during the war; hut, 
as in other undeveloped countries, induitrlcs have b«n created 
with a view at least as much to exports ns to the home market, 
and the extreme poverty of the mast of the Indian population sets 
limits, despite the size of the country, to the creation of industries 
designed to serve the mmn body of home consumers. It is evident 
that the key to the Indian economic problem lies even more in 
unptt^vm^ agnculttiTal and productive power than in 

the treatjon of mduAtiica apart firoon snzh imprmc- 

ments. Only a rise in standards of peasant consumption can pro¬ 
vide a secure basb for intensive mdustrial development. 


Comparwn with So^Ui Unwn 

At this point it is natural to think of the Soviet Union, where 
the attentions of the planners were directed in the earlier stages of 
^onoQue planning much more to the creation of Jarge-scaJe basic 
industries than to the Improvement of agricultural productivity or 
to the csfpansion of supplies of manufactured goods for general 
consumption. It is natural that the minds of Indian planners 
should mm to the achievements of the Soviet Utiionp and that it 
should be asked whether India's way out of poverty may not be to 
folJow' the Soviet road. Indeed, the requirements of war have to 
some extent Jed ta an emphasis since 1939 on the development of 
the heavy industries in Indian and this iact might make it e^er to 
continue along the same lines. Thm arCi howcvcTj very great 
differences between the problems which had to be fated in the 
Soviet Uiuon and those AvJiich confiont India to-day* The 
gn^test of these dideiencci is the much greater pressure of popu- 
Jalion upon the land. The Soviet Union had an abundance of 
uttdcv^clopcd land which could be broqght under the plough^, and 
the State farms wiere mainly created upon this land. IDespite this 
fact, the urban populations of the Soviet Union experienced over 
1 Compare the Hgurex fiven for vsikus Eucvpeaii counUkd oq pp, 6Bo-i« 
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a long pcnod an acute shortage of food, which waa cn'erroific only 
after the coilecuvisatlDn ofagnculture had come through its early 
diftkiiltics. The prcssujrc of poputadon on the land in trulia 
makes industrial development even more desirable than it was in 
the Soviet Union; but it also makes much harder the ta^ of 
diverting any sabstanLial part pf the country's resources to the 
function of capital acenmulation. Tlic Soviet Unionp acting under 
the strong double impulse of saving the RevoLudon a t home and 
protecting it from forces abroad^ did imdertafee the very 

great immedlaie sacrifices involved in diverdog a large fracdon 
of the scanty national Income to building up a huge modern 
industrial equipment, and it may be said that India, ghtn 
ptm'crfu! enough reasons^ could do the same. But the task ^^>'ould 
be even harder for a country less able to dewlop agricultural pro¬ 
duction on unused land and living at an even lower standard of 
life than the peoples of Czarbt Russia. 

Of eourae, this comparison assumes—what may not be the case 
—t^t India, like the Soviet Union, would have to plan on the 
basis of developing it^ o^ti internal resources, practically without 
assistance from abroad. Hie Rtisaians were living after their 
Revolution praedcaUy under a world boycott, and were quite 
unable to raise fonugn loans, even if they had ^siahed so to do. 
The one great asset for obtaltung imports from abroad that the 
Soviet Uniou had, apart from exports of ori±Lnary commodities, 
such as timber^ was the possessiDn of Large gold resources, which 
could be mined at a hign profit because of the sharp rise in the 
Value of gold in terms of other goods. India has large gold 
resources, mainly of a difFcrent sort—in the hoards of the IndLati 
rulers and rich men, which are believed still to amount to as much 
^ £75® tmlliom, even after considerable amounts of gold have 
been sent out of India in recent yfears+ The Industriansts* Plan 
estimates that about millions could be obtained fironi this 
source to finMce capital imports needed for economic develop- 
ment; and It b t&sy to imagine conditions that ^a>uld make avail¬ 
able a still laigcr sum+ But India to-day pcksscsscs a second 
valimble asset which ean be used for purchases abroad. Since 1539 
India has Iwn one of the great sources of supply for the effort 

of the United Nations, and has been unable to import goods 
nearly equal in value to what have been sent out, Thb has 
resulted not only in the repayment of most of the capital debt 
owing to Bntish investors^ but also in the pding up in London of 
larro sterling balances representing debts due from Great 
Britain. The exact ^ount is not knmvn, hut has been estimated 
at about £itjoo millions. This sum, if k could be dra^vu upon 
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freely, would evidently go a coiuidemble way lowandj paying for 
the imported capital goods needed for the appUcation of an 
eeodomk deveioptnent policy. 

Tht Probtan of India's Sterling Bahmixs 
But can dicsc balances be drawn upon freely? They represent a 
claim by India to receive from Great Britain the means of pur¬ 
chasing, say^ £ ijjoo iniUions' worth of goods in the world ma^et. 
If India could make free use of this po\ser, some of thw goods 
Avoiiid be ordered from Great Britain and some from other 
countries—especially from the United States. It is^ however, all 
too plain that Great Britain will not be in a position to supply 
dallans in exchange for the sterling held on IndJan account. There 
will be enough difficulty in finding the dollars needed for essentia] 
British purchases in the United States to make it quite impractie^ 
able for the British mouetary authorides to pay out Large sums in 
dollars on Indian account—at all events, unJess the payments are 
spread over many yeaim. The alternative is for the Indians to use 
tneir sterling creoits to buy British goods. But even this is none too 
simple. British exports contain, on the averagCp about 35 to 30 
per cent, of their ™ue i n the form of imported materials: so that, 
in order to meet the Indian claim* even in this form. Great Britain 
Vk'ouJd have to find the equivalent of some hundreds of miliions of 
pounds in forcigu ciunrencics, without receiving in return any 
unportB for home consumption. There will, however, be considcr- 
abfe difficulty in balancing Great Britain's intemadorLal accounts 
for some time after the war, iirven to the extent of paying for 
imports essentml for home consumpdon. Thus, even if the Indians 
agreed to take out the whole qf Lhcir London credits in purchases 
qfBKtish goods, the supply of these goods would have to be spread 
over a Jong period. Hie edscence of these huge sterling balances 
is indeed India's greatest awt in polidcal negotiadon with Great 
Britain; for there Is no wray in which they can be speedily 
liquidated^ and any attempt to draw upon them freely would 
either cause a severe crisb in the British economy, or have to he 
met by a flat refusal to pay—that is, by a formal "blocking' for an 
indefinite period which would have the effect of deferring pay¬ 
ment to an uncertain lime in the future. Great Britain would be 
very unwilling 10 resort to *0 extreme a measure in Cioe of the 
manifest justice of the Indian demand to be paid back as much as 
the British economy can afford to pay, am accordingly India 
holds strong cards in negotiating for a reasonable arrangement. 
Whatever h arranged, it is dearly out of the quesdon for the 
f udians to draw on more than a firacdou of their sterling balances 
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for finandng the cariy stages of any plan of paUonat economic 
development that may be taken in hand.^ 

Nevertheless^ India's sterling credits arc a valuable asset to be 
drawn upon gradually during the process of Industrial de%»ebp- 
nient, in sudi a way as to n:iake it easier to import forc%n 
machiDcr)' over a period without Kadng to send out in exchange 
an equivalent quantity oT exports, which would necessarily have 
to be provided to the detriment of the home standard of living, 
MorcovcTs the exiitcnce of these credits may make it possible for 
India to borrpw^ capital, say, from America, that would not be 
forthcoming in the absence of such assets. Another lavourable 
factor is the actual industrial development which has taken place 
in India during the war. This capital investment, having been 
directed to mectit^ war needs, diverges largely from what would 
have been regarded as most desirable if the purpose had been that 
of improving domestic standards of Uvingj but most of it can be 
convert^ to peace rime uses^ and it will thus leave more scope for 
future invotmrnt in consumcn^ industries and In. the improve^ 
ment of commumcarions and of conditions of agricultorai 
production. 

Essential Conditions of Planning Jhr In^Han Detfelopmeni 

Any plan of economic dcv^elopmcnt for India will have the pur¬ 
pose of increasing the total national income by increasing the totiJ 
production of rem goods and services. Two questions immediately 
arise. How last can the total national income be increased? And 
what forms can the mcreasc best take, or in other w^otds^ what pro* 
portions of the available resources are to be directed to expanding 
the different forms of production? The answer to the first question 
obviously depends in part on the extent to which foreign help b 
forthcoming on acceptable terms. The answer to this question will 
also affect the answer to be given to the second question. The 
slower the total rate of development, the less will it be possible to 
spare from immediate consumption and to direct towards Invcst- 
sonent which will incrcasG the supply of consumers* goods and 
services later on^ at the expense of restricting wiiat can be made 
immediately available. 

77u JndttstTudists* Plan 

The total natbnal Income of British India, excluding the native 
States, was esthnaied for 19.31-a at about £1,335 millions. The 

^ queitien hetwten Grai Britain 

■ml Inilu begun wly in 1947, but wiLbcvt rcsiilt. It 1™ pm of ihc 

™ Aomcxn wu gruicctl to Great Britaiu iIiac iJie 
antuh iflduld attempt witlilD a year to negetute luch a tdtkmcnL 
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inclwon ofthe native States would raise the totd to about^i ,6511 
millions, or, os we ha w seen, well under ^^5 per head orpopulfttion. 
The Industrialists' Plan is h.'tsed on an attempt to raiK this total 
to jC+tSSO millions over a period of fifteen ycaiSr—a chieefoU) rise. 
E\icn such an increase, however, would only double the national 
income per head. The population of India is rlsiag at the rate of 
about five m^on pawns a year; and there is no good reason for 
expecting this rate of increase to fall off. The immediate effect of 
any rw in standards of living would probably be to raiw it, by 
reducing infant ruonality and al» by reducing death rates gener¬ 
ally. There may be a serious problem berej for if population were 
to mereoK very last as an outcome ofhigher production, the entire 
increase in pi^uction might be eaten up iu maintainipg the 
larger population, leaving no surplus available for Investmcat in 
order to advance productivity yet fiuther. Probably, in the long 
run, higher standards of living would be followed by lower birth 
rates and there would be less room for death rates to foU further 
after the initial drops. But the difficulty is that of getting over the 
first hurdles—by increasing production faster than popuktion to a 
mlBdcnt extent to render possible a considerable programme of 
real investmcjat m capital goods. This » an exceedingly ticklish 
problem, on which calculations of the practicable rate of real 
mveatment might eauly come to wreck. 

If wt uwime that the annual increase of populadon irmaiai 
steady at hvc millioEu—which or ooiusc implicSi a falling ^pf 
mcrca^—total population will by ig6<i reach about 4B9 
axid a tlirtofold increase in total Income ^vould yield a rise per 
head from 1 yj* 6 J-h tn 1931 -2 10 alx>ut £10 ^s. 6 d. This allows 
some msLtpji if* as in the 1 ndustrialists" Pkj^ the objective ia set al 
doubling income per heod^ However;^ the figure given for tggx-a 
may wdJ be too Jow^ to represent current rcolitica, for it was cal* 
culatcd at a period of very low agricultural prices. The real 
mcomc per head may therefore not be doubted, even if production 
is increased m the scheduled proportions* let us, howocTj for the 
present ignore these complications, and follow further the Mti- 
mates given in the Industrialists" Flan. For the moment the 
reader may con&ic his attention to the first column of in 

the Table on p. 820. 

^’his Plan, as we saw^ involves a threefold increase in the loCaf 
national income over a pcricxl of fifteen years. As against this, die 
national income of the Soviet Unjon* according to offkJaJ esti¬ 
mates^ bad before the outbreak of war been increased fivefold in a 
period of only twelve yeare from the begmning of the first Five- 
year Plan, The IndustnaliitSi in view of thifi comparison, apologise 
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for ihe modesty of their objccdw^ jusdfymg k gd the double 
ground that India's *‘natural resources are not so estefisive and 
varied as those of the U.S.S.ILp” and that thry anxious to 
avoid the heavy cost in tcnni of human sufiering ^vhich the 
U.S.SnR. had to pay to achic^-e this apecEacuiar' nesuit.^^ Yel| as 
we shall seep even this "modest*■ otgcctive impLies the setting aside 
for investment of a Far h^hcr proportion of current production 
than it is easy to suppose «juld in fact he spared from con* 
sumption. 

Over the fifteen years covered by the Plan^ the Indian Indus* 
trialists envisage a total investment ajnoimdng to £7^500 millions. 
This sum is to be spread unevenly, at a rmng rate, over three 
sta^p each covering five years. For the first five years the Plan 
envisages an expenditure of £1^050 millions, rising to £a, 175 mil* 
lions for the second five years, and iq £4,275 miliions for die third- 
Thusp the Plan is meant, after the earlier stages, to be largely *sdF 
fi^nancing,^ in the sense that the revenue for it wiU come from 
appropriating for it a high proportion of the n™ producti^’C 
power which It will have brought into existence. It is not 
explained from what specific sources the required capital is to bt: 
drawn for each separate period; but there is a general estimate 
showing where the draft^en of the Plan duhte that the revenue 
for it can be obtained. Of the total of £7 p 50D millions^ they recton 
on drawing 1^^1,350 millions from foreign sotirecs, m the form of 
goods for which no Indian goods will need to be exported m 
return. This pari of the total is made up of the following itema: 
sterling balances, £750 milijons; foreign borrowing, £535 mil¬ 
lions; and cstpocrt of hoarded gold, £225 millions. Thus foreign 
borrowing of capital accounts for quite a small propoftion of the 
fiao 







planned total—only 7 per cent.; but even so, it udda up to 3 
formidabk figure^ with the United States as the only likdy source 
in the near future for the major parr. MorcDVEr, it assumes the 
practicability of drawing heavily on Indians aterlkig balaucesj, 
despite the very precarious portion of the British b^ance of 
intcmadoiial paymeuts. 

In addidon^ tae Industriaiists redton on an export balance of 
jf450 tnilliDns from the proceeds of foreigii trade—the iittplus of 
Indiau exports over Indinn imports other than tJiose needed for 
the execution of the Flan. This estimate of ^^30 millions as the 
a nn u a l surplus on foreign trade is largely based on the assumpdoii 
that the sums released by the repaymeuC during the war of Indians 
external debts will become available for Unanoing imports needed 
for the Flam Tliis clearly involves a rigid control over the con* 
sumption of imported gcHxls in India; for otherwise the Increase 
in the nadonal income would be bound to carry with it a large 
increase in the demand of private consumers for imported 
supplies. 

The sources so far enumerated accouiu for little more than a 
quarter of the required totaL The rest is to be provided from 
internal sources, over and above the proceeds of export trade. Of 
this re^uc of jC5,550 millions* £5,000 millions arc put down to 
domestic savings out of income^ aM jC2*.550 millions to what is 
called ^created money.* In other words* it is proposed that the 
Government should either raise by taxation or borrowing from 
the public or ensure that private capitalists raise from the jame 
source the sum nf £5,000 millions* spread imeveEily over the 
fifteen years, and that the remainder of the money needed should 
be c^ted by the banking system to oHset the additional pro¬ 
ductive power which is to be generated under the Flan. 


Afonry' and S(xmngs 

It is* of course, endrdy powbic to create money through the 
banks* or for the State to create it directly in this w^ay. We in 
Great Britain have been doing Just that ever lincc 1939—the 
Government borrowing from the hanks by issuing Treasury Bills 
or Treasury^ Deposit Receipts agiunsi bank loans which have been 
created by the banks and used by the Covcmmcnt for meeting 
current war expenses. There b no reason why Indlti should not 
finance economic expansion by the same method; but it should be 
realised chat lums created in this way* and used to finance capital 
investment* are Just as much ‘savings' as sums which pnvate 
penons save out of their incomes or pay to the State In tam, and 

831 


involve juBi as much a ^sithdrawal of goods fkmi the market. The 
two ilems arc nm rcaUy items: they are merely difftretit 

ways of traiisferriiig^ purch^ng power into the hands of the State. 
If the State taxo incomes or puts indirect taxes on commodities 
or business tramactioiiij or if it borrmra from private owners of 
income, in cither case it directly takes away money which would 
otherwise have been available for private rcdpienis of incomes to 
spend as they might please. If the State gets the money it needs by 
allowing the banks to create it, the result is equally to transfer 
purchasing power over goods and services from private persona to 
the Slate, but to do this, not by rtsiucii^ money incomes^ hut by 
increasing prices ■ for otherwise, if prices are not allowed to rise by 
enough to balance demand, owners of incoma will be left with 
tmspendable money in oeceaa of what is needed for buying all the 
available goods and services. This form of ftnaziciug has worked in 
wartime, because the State has been in a position tx^th to control 
the prices of the necessaries of life and to ration total supplies of 
goods to comumefs. 

The autliors of the Industrialists" Fbn recognise this* They hold 
that, when the Plan has had- time to produce its effect, prices iriH 
be lower than at the beginning de^ite the incieaa^ issues of 
money* They beheve thisp because of the much higher efficiency 
of production which they expect to develop as a rcaull of the Flan. 
TTiey admit, however, that “dunng the gneatrr part of the plan^ 
ning period, financing of economic development by means of 
*€^aicd money" - * * ts likely to lead to a gap between the volume 
of purchasing power in the hands of the people and the volume of 
g™ia available/' Their proposal for dtsaling with this problem is 
the imporidon of a rigorous control by the Govcrnmjcnt over 
pr^dcally every aspect of econooiic lifc/^ In other words, they 
envisa^ the period of active industrialisationp at any rate duririg 

earlier phases, as rf^uiring a form of economic control clpsely 
siipilar to that which is imposed in time of war j and tliey maiu- 
tata that, given this^ strong control, money can be ^created" on 
the reqmred scale without dangerous mfiationary rcsults.^ 
c probably true, Inde^^ the example of planning in the 

Soviet Union and that of^^artlme planning in Great Britain alike 
show th^ h is true. It demands, however, a very strong and wcU- 
Oigamsed Government, in fiiU commaiKl of iill the key economic 
It TOuld hardly be reconciled, during the initial stages^ 
wth the political division of India into two or more separate 
Stata, Md ceriainly not with the retention of ccoaomic powers 
provinces, within a tingle Indian Federation ? 
indeed, it could hardly be accomplished under any system that 


allowed coimdcrabte devolutian of vital economic authority from 
the centre to the provincea. 

We have seen that the Induatrialiitj' Plan is on a rcfaedule 
of expenditure which, bcgmmng at a relatively low figiirc for the 
first pmod of five years, rises shiply for the second, and again for 
the third, five-year period. It is £1,050 millions for the first five 
ycarsj at the average rate of rather more than £200 milfioni a 
war. Then it rises to an annual average rate of nearly £450 miU 
Qons for the sceond, and of more than £850 millions for the third, 
period of five year?. Even £200 millions is about onc-sevemh of 
Indiana pre-war national income, and £850 mUlions would be 
between a fifth and a sixth of the national income as the authors 
of the plan expect it to be at the end of the fifteen yean. They sty 
that in view of the very Jow^ standards of living in India they do 
not expect that on the average more than six per cent, of the 
nation^ income “Svould l^ome available for investment during 
the period of the plan." It is on this basis that they estimate a total 
£3 iOOO mElions over the fifteen years as becoming avail¬ 
able fram ‘savings.* But, as we saw, ^creaicd money/ to which they 
look for the £2,550 millions not provided for from other Kmrees, 
« in rcahty ^savings^ just as much as what is volimtarily saved out 
of personal income. It cannot be saved compulsorily by the State 
without producing an eftect on the volume of voluntary savings# 
The poverty of the Indian people, moreover, stands fully as much 
in the way of a high rate of saving enforced by means of ^created 
money' ^ it docs of high saving; out of incomes in the hands of 
the public. Thus, the Flan of the Indian Industrialists 

turns out on examination to be not so modest after all, but to 
involve a very poor counixy both in setting aside for investment at 
outset a remarkably hi^h proportion of its scanty national 
income, and thereafter in rchalning firom increadng it; consump¬ 
tion as production is raised to higher levels^ in order to devote to 
in vestment a still larger proportion of its total income# 

7 ^ FederatuHi ^ Lah^ Ptm 

When we turn to the Flan prepared for the Indian Federation 
of Labour, we find a still more ambitious project. Instead of the 
£ 7 t 5 ™ milliojM or more which the Industnolist; propose to spend 
on development over a period of fifteen yea«, the experts of the 
I.F.L. put forward a proposal to spend £11,250 millions in ten 
years—at an annual rate which is more than double the rate 
involved in the Industrialista" Plan. The I.FX. scales up the 
figures under every hcad^ but mo&i of all on the agrictdturaftidie; 



for in this r^pcct it regards the rival Plan as {hliing mast behind 
vfhal is required. The business men vfho prepared the Indus¬ 
trialists' PIm naturally tended to put the prindpal emphaMS pn 
industry, though even they recognised that India would remain, 
d^itc the a mainly agricuLtuxal country. The LF.L.p 

having in mind the great peasant masses, is set abow alL on nming 
standards of agrieultural producthlty, though it recognises that 
this cannot be achin^cd witliout the aid of large expenditure on 
industry and on the social and educational servica. Accordinglyj 
the I.F.L. has not scaled down the Indusmalists' estimates for 
industry and transport, or for the sodal services. On the contrary, 
it has increased thcin. But it has added most of all to the cstimatci 
for agricultural reorganisation. 

The £ 11,350 millions which the I.FX. propo^ should be spent 
over a ten-year period look stag^^ng in it^tion to the esdstlng 
level of nadonal income In India. This total miust be based on 
budgeting for a rate of development of the same order as the 
Soviet Union has achieved during the past two decades. Such a 
rate, if It is practicable at aJJ, involves complete public control of 
all the resources of the country—public ownership af a11 icpportant 
industries and services, full public control over the distribudoii of 
Income and the supply and rationing of commodities, indudiog 
both capital and consumers^ gE»ds, and a very strong central 
Govemment, armed with the hiUcst power* and w'orki^ on the 
basis of a complete and detailed economic plan. 

The I.F.L. hoJcls^ like the Industnalistx, by the idea that the 
development Flan can be ‘self-financing/ in the sense that the 
rc&ouices needed Ibr it can in the Tn^\j\ be obtained from the 
increased produedon it wiB bring abouL It is proposed to achie^'C 
this, on the agricultural sidb, by land nationoJisadon on terms 
which would drastically reduce tlic tribute payable to landlord* 
and by shoring between the State and the peasants the sums thus 
set &ee- On the industrial side, it is proposed to restrict profiis to a 
maximum of 3 per cent, on invested capital, and thus to divert to 
the State a sub^antial sum for public investment, while allowing 
the consumers a share tn the benefit in the form of reduced prices. 
In effect, most of the revenue at present accruing to landlords and 
capitalijts would be confiscated under the Plan, and the present 
cwTicrs wauld he left with only a fi^ction of their present incomes, 
under conditions which w^ould prevent any possibility of merest- 
It is not at all clear whether the I.F.L. expats mean to do a^vay 
altogether with the profit moentivc^ or suppose that it can coti'" 
tiiiue to operate in a modified form within the very rigid control 
that they propose to set up. But it is evident that they place Uitk 
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t%linncc in ic, and nepw their Ikiih mainly in new capital 
development under the auspices of the Slate. 

The outstanding feature of the LFX. Plan is the excecdiT^Iy 
high proportion of the rising national income which it is proposed 
to set aside for investment, On the agricultural side, it is proposed 
to apply this purpose 35 per cent, of the lota] income over the 
whole period of the Plan, and very much more than this propor¬ 
tion in some of the middic years. On the induslHal aide, nearly 
half the total income over the ten years is to be appropriated for 
in vestmenL I £ h fantastic to ijiia^ne that in practice nearly as high 
a proportion as this could be ^ared from meeting the consumers’ 
immediate needs, especially in face of rapidly rising population^ 

Thi Plans and Hitir Pr^spe^is 

Vet, in a sense, it is easier to imagine the realuuLdon of something 
like the LF.L. Plan than of its riv^. For the Industrialists, though 
they contemplate a large amount of public control and a con^ 
siderable amount of actual public operation of industriesp put 
forward their Plan on die assumption that it b to be carried out in 
a country still subject in the main to private ownership of capital 
and 10 private business cnEerprise, They do not fecc die question 
of the i^lidcal conditions uriler which their Plan Is tn be set On 
foot Or of die kind of Govemmen t that is to preside over its execu* 
tion j but they leave it to be understood that the Go%'ernment they 
envisage wQl at any rate not be Scsdalist or Co>Tnmunist, Yet how 
can a Government which is still undiu' the necewity ofculds'ating 
the confidence of capitalist interests and of invoking ihe motive of 

E " ale profit;—or a Government which possesses only narrowly 
ted economic runctiom and pawm —possibly carry through a 
plan which requires tlie most rigid control over consumption and 
over the distribulton of the national jneomep lu order to ensure 
t^t inv-catment is kept at a very high lc?vel and that at the same 
dme die needs of the poorer consuzners are adequately met? 

I have stated strongly the diffieultu^ which stand ifi the w-ay of 
the execu tion of either of the PLms so |ar considered, because it is 
essential to understand that there is no magic way in which a 
country can, provide itself ^vith the capita! needed for economic 
development,^ except to the extent to which it can barrow from 
richer countries^ without diverting to the making of capita! goods 
resoles which could oiherw-ise be used for raking the standard 
of life. It no doubt, perfectly true that in the long run this 
diversion will serve to make the standard of hving higher than it 
could have been otherwise; but them arc limits to the privations 
which people will endure voluntarily in the pieseut in order to 



raise ^taiidzircb for the fulurCi It bj of course, truo that* where 
there cxj3ts a surpltis of unemployed labour or an -excess of la-bour 
On the Lud that c^n. taken away without reducing agricultuni] 
production^ the bringing of these resources of man-power into use 
increase total productmty+ But unemployed resources of 
labour can be brought into use only if there aiu niachines and 
malci^ for them to wwk upon; and the prwbion of these 
machines and matcriab l& In pructict ihc crux of the problem* 


PrioritUs in Planning Jbr India 

being the tas<^ it h obviously easiest for a poor and back¬ 
ward country such aa India to develop those brandies of produc- 
iion m which much rabtmr can be empiDyed tdlh the aid of 
^ ^ capita) goods, and to undertake those eapUsd work^ 

which use mo3t labour and home-produted materials and make 
demands on imported machui-cs or materiabn By tills test, the 
LF.Lh seenw to be right in laying the greatest stress on measures of 
agncultural improvement; for many of the most essential worti 
connoted ivith the ad^'ancement of agricukiira] product!vity^ e^g. 
land drama^, irrigation, and the makiitg and improving of local 
commumcaltonSf require much labour and do not inv^w large 
c^Is upon imported matedals or equipment. Skfukrly. building 
ot houses, schoob, hospitals, and other essential structures can ht 
done n^rdy out of home resources, and ^vitbout any great call on 
types ofsl^ which mvolve diBiimlt training. Tilts is not to say that 
most of these things can be done as w-dl or as cheaply by the 
methods which can mwi easily be appUed as they could be done 
more and better implements and a Inghcr proportion of stilled 
labour and WTII qualified technical ability were available. Indeed 
much or the work of development h bound, in the early stages, to 
be Mme^ut by somewhat primitive and rebtivciy include nt 
mcthi^. Tilts, however, is nothing against undertaking it, if only 
ine latour to be engaged upon it is mort productively used than it 
couj^ be if It were left to continue in the established ruts. 

The pnmc needs for India, in the early stages of its transttioti 
irom economic backwandnesa to a reasonable level of product id ly, 
^ to raise the cflidency of agriculliirej which h bound to remaui 
tncgreatcst md^try and the main source of supply for the food 
ncMS or the Indian peoples, and to improve communications, s* 
as to make it ™ier to tstablkb a truly national market and to pre- 
wnt local fiimnes by moving supplies from one area to another- 
he tim of these needs includes the extension of the acreage under 
^iivaUon, by bn^ing more land under the plough, as wclJ as 
^e improvement ofihe quaUiy ofland already and the 
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proTtiotiQD of better mEUioda of cuJth'adon by means of agri- 
cuIii^L education and training, better selection of secdsi mcFre 
application of fcrliliscn^ and, not leasts irnprovraaent of the 
qukbty of liyescock—a highly complex problem in Hindu com¬ 
munities. It is a disputed question how much of the area at present 
uncultiv'Oted can be brought into cfFective use; but there is no 
doubt at all that the scope for improving the quality of Land 
already in u% h enormous, or that success depends largely oiu 
petended irrigntjon. This^ as the Industriaiisls point out, v^all 
involve the construction of expensive dams for impounding 
water, and could be carried out most rconomicaHy in conjiErction 
with big sobemes of hyditHtlectiical dc\*clopmenU 

Farmj, CMptralvmt aisd CailitHzfisaiwn 

The Industrialists also propose the ramli Tishm ent of a large 
number of model Jarms, so scattered about the country as to bring 
as many cultivators as possible into direct touch with improved 
farming techniques. These model farms would serve as centres not 
only for demonstratlou of belter methods but also for the distribu¬ 
tion of seeds and fcrtiliscfs, and for the supply of bullocks for 
breedingj agricultural impleineiiis, and technical advice. In this 
connection^ great atira is put on the importance of extending 
Co-operative enterprise for a variety of purposes. Including sale of 
produce, joint punJiasmg of requisites, and the supply of ^ri- 
culturaJ credits* In a fe^v areas, notably the Punjab, agricultural 
Cooperation has already made notable progress; but the field 
open for its expansion is enormous. 

The question wWth here arises is whether Co-operation in 
India can be left to grow' merely as a voluntary movement, or 
sliould become the basis of a radically changed system, as it has 
been In the Soviet Uitiotc Thcre^ agricultui^ Go-operation bad 
already struck powerful roots before the Soviet Government 
began to apply its measures of wholesale oollecdvisation. But, in 
Soviet Russia as clsctvhcre. Co-operation of a voluntary type 
tended to pass by the poorcat peasants, and to make more head¬ 
way among those who were better off and relatively advanced in 
theh methods than among the most backward and ignorant of 
modem techniques. In the Soviet Union^ it was dedd^ that the 
pace of voluntary Cfo-openation was much loo slow to meet the 
unpMtiii'c need for higher standards of produefion^ and also that 
UDthing short of a wholesale change would bring the country^ dis¬ 
tricts into line writh the changed temper and tempo of the towm^ 
Accordingly, the Soviet leaders decided to embark on the vast 
and hazardous experiment of *collectivisiiig* by far tJie greater 
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part df Soviet agricultuic. Wkat tlua meant in effect ’was that one 
SoFviet village after anather w-aa turned into a rural CkMaperative 
Socic^cultivating in common the greater part of the village 
land+ ihh had the ’very great advantage of fivecping away at a 
blow the tradidoiia] dtvisJon of hoMingi into tiny strips and 
patches^ aod of making it possible to apply farm machinery^ such 
as the tractor^ and to mobilise effectively the ILtnItcd nmnlirs of 
skilled agTicultural techniciiina in the service of the new colleclivc 
&rtds. The Tractor Stadons, which were set op to serve con¬ 
venient groups of collective farms, played an inJispensable part 
in Enaking the new sy^cm work eflfccuvcly. 

In India, too. this method would dearly ha^'c enortnom advan^ 
tages, if it could be carried into effect, Tlic inconvement and 
uneconomic dl^dsion of tiny holdings into a large number of 
separate strips and patches is very prevalent in many parts of 
India, and the great triajority of the holdings are too small for 
improved methods to be practicable on them. It b* hov^'cvcri clear 
that^ Only a s'cry strong and determined Government couJd 
posubly have carried through the process of collectivisation of 
agncultum in the Soviet Union. Even with such a Govcrttmcnt, 
the transition was difficult and perilous, and there was a time 
when failure seemed seriously to threaten. LivestofJe were killed 
off on a very large scale by the peasants who had owmed tlictn; 
and there was some tendency for the most adx'iinced farmers to be 
weeded out as ^kulaks/ leaving the more backward to assume the 
chaise of the great constructive tasks which the nciw structure 
required. Tht: ^kul^/ or rich peasant, was, not urtnalurallyi often 
foremcat in opposing measures which threatened him with the 
Io53^ of his supwor poddon; and his hostility often Jed Mm inm 
active opposition to the Soviet n^gime, or at all events made him 
suspect. Inhere was a period, during the transit ion to the collective 
■ysttm, when food supplies fell da^erously shorty and it was only 
by prodigious efforts that the Soviet leaders were able to save the 
situation. In due course^ the change led to higher prt^uction and, 
with tome relaxation cf the stringency of the original scheme, to a 
tebuilding of the depleted ii%%stcick population. Peasants on the 
collmive farms were given more freedom to breed their uwn live- 
stocJt and to undertake supplementary production on small hold¬ 
ing of their ovim; and in the end the experiment of wholcsak 
coUeetivisarion cotdd be regarded as an ou tstanding cootiomic as 
^vell as poUrical success. The timfr of tramltlon was, however, a 
great test of the Soviet Government's capacity and determinarion j 
and the sufferings temporarily endured by the Soviet peoplci 
were severe* 


C^i should, Iftdia Attcrmpt to ttnuhitc thift colossal 
achievement of the Soviet Union, in tlie hope that thereby the 
whole procCT of agricultural dn^lopment could be immensely 
sperded up^ in coroparboti with what could be hoped for &om a 
spread of Co-operation on a voluntary ba^is? It has to be borne in 
mind that the denser population of India inevitably makca the 
change more difficult, and also that ttpere is no easy opening in 
India far the development of such huge' Slate farms for grain pro¬ 
duction on previously uncultivated tuid as helped at the most 
critical phase to prevent sheer famine in the Soviet Uniom It 
would* 1 think, be Lrapo^ble to onpy [n India the shock tactics by 
which mass-coUcclivisatioQ of agriculture was achieved in a very 
short time over a laj^c part qf the land surf^ of the Soviet 
Union. India simply cannot face die pc^bUily of temporary 
fomlnc as a consequeoce of the dislocation attendant upon a 
sudden and swe^ing change that would be bound to provoke 
Strang resistance in many parts of the countryn Tliis doc* not mean 
that collectivisation is wrong policy. On the contrary* it is 
almost certainly the ri^^ht one; but the pace will have to be slower 
than it was in the Soviet Union, and the methods of enJbreemeni 
will have to be much less ruthless if the plan is not to be wrecked- 
Even at this slower pace, and Avith these milder methods* it would 
need a very strong and united Government in India to embark on 
large-scale collcctivTsation. In practice* it would probably be 
necessary lo make the attempt province by pravinte, rather than 
si£nii]taneou.sly over the whole country, and to choose for the first 
attention those areas in which the loc^ populations are least held 
apart by communal difTerences or have bttii moat completely m 
Che grip of landlords and rooneydeodcrt. 

It is not without slgmiicaiice that no attempt ha* been made to 
force agrictiltural collectivisation on Poland or in the Danublan 
or BaU^ couniritt which have come largely under the mfluenee 
of the Soviet Union. Their populadon structure in effect makes 
Such a policy impracdcable* even apart finm the opposition which 
il would provoke, at any rate until there are much greater 
possibilities of rapid industrial development, offi^ring more new 
openings for employment* than eriist to-day. In India* the ease 
against any attempt to force the pace of coilecdvbatJon Is even 
stronger* though tficre is every reason for eucouraging its volun¬ 
tary development wherever (avourablc couditians caisu 

If this view u correct, it foUows that the development of mofre 
productive agricidtuial methods Is bound to be a great deal slower 
than is contemplated by the authors of the LF*L. PUn, Inmany dis* 
tricla, the initial emphasu may have to be laid rather on irr^ation, 
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the Kttusg irp of uLodet Cunu and agriciittunLl the 

buUdLng of roads and bridges^ the dcvdopmeni of Co-operative 
a^ncics, and the improvcnienE of ruraJ edncatiori than on imme¬ 
diate changes in peasant methods of cidtivatjon' and changes in 
the conditions of land tenure may have at first to be limited to 
reducing rents and taxes and relieving rural indebtedneaSp without 
drastic changes in the siae or distribution of holdings. In the 
longer however, it seems sufficiently plain that the best hope 
for Indian agriculture dots lie in extensive mensures of coUccdvi- 
sadon more or less on Russian UneSp so as to substitute what will 
be in eflect tnclusiw rural Co-operative SociecieSi embracing 
endre vlUages, for the Forms of peasant cultivation at present 
in ust. 

Heidth Smif^ 

Both the Plans have been considering lay considerable 
emphasis oti the development of health and ^ucadonal services 
and on housing; and here again the Indian Fedemdon of Labour 
aims at a much more rapid rate of improvement than is con* 
templated in the Industrialists' Plan. The diflcrcnce is less in 
respect of housing than of health services and education: it is 
greatest in education^ w'bere the LF.L, propoescs expenditure at 
three times the annual rale envisaged in the rivid Phm. The 
present mortality rates [n India, as compared with tfiose in more 
advanced countries, plainly sho^v the need for health reforms on 
the laigest possible s^e. The inlant mortality rate is more than 
three times as high in India as in Great Britain, and is much 
h^hcr than the rate in Japan. The general death-rate Is neiu-ly 
twice as high 3S in Great Britain; and the expectation of fife at 
birth is less than 27 years, wUi little difference bcuvcen the sexes, 
as ai^ainst ov-cr 60 for males and over 64 for females in Great 
Britain,^ No doubt, these conditionx, and pankuLarly the rate of 
infant mortality, would be gready improved by any measures 
which led to a belter standard of living among the Indian peoples 
—above all, 10 ampler and better balanced diets. But there is need 
m addition both for extensh^e public health undertabingx and for 
greatly expanded and improved medical services. Even in the 
towns, the conditions of water-supply are still in many areas very 
bad. The mdustxialistE state that out of 1^471 towns in British 
India, only 353 have any sort of protected water supply. TTicse 
253 towns, with an aggregate pepuJation of 13 miliionsj inclnde 
most of the Largest centriei; but there arc many big urbanised 
arras in which there is hanily any prervision for sccuni^ the 
^ For wrparstm vitKl tuibtki hk vaHmii cmmukt kc pw 9^. 
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water Supply against contamination. The positinn is aggravated 
by the unsatblactory state of the sanitary services. The improve¬ 
ment or these is a matter Tiilly as much of education as of capital 
expenditure j but considerable expenditure is necessary not only 
in the direct iniereat of improved sanitation^ but also in order to 
prevent the pollution of the supplies of water. In many of the rural 
areas, and in some of the towms^ the water question is abo one of 
securing adequate quantities^ as wdi us of raising the quality; and 
at this point ihe problem of water supply is closely connected with 
those of irrigation for agriculiure and the dev^elopmcnt of hydros 
electric power. 

Medical services raise ev'eu greater diEBcultieSr because the 
solution depends on increasitig at a great pace the supply of 
trained doctors and auxiliary w'orkers. India has at pmsent about 
42,000 doctors—one for each 9,000 persons—^and only alxiut 4,500 
nurses—one for each %,ooo. Great Britain has one docicsr for each 
750 persons, or thereabouts, and one nmse for each 450. 'fhere is 
a similar disparity in the provision of hospitals, an acute shortage 
of consultants, and a famine of medical services in many of the 
rural areas. One of the most urgent needs is the cstablkhmcnt of a 
general system of adequately slaffcd village dispensarieSj together 
with an increased provision of ho^itals in the towns, under 
airangcments which will make the hospitals efiix:tive centics for 
advice and for ihe supply of consultwt services to the villagers as 
well as to the town-dwelWs, 'Fhere is abo a very immediate need 
for maternity acmce3+ At present deaths of women in chUdbirth 
are at the rate of about 2oO,ddo a year. There is a shortage both of 
trained midwives in the villages and of midwdves and maiemity 
hospitjib in the (owns. Child welfare chrucs as yet hardly exbt; 
and there is a notable lack of specialised medical insritutions for 
the treatment of particular diseases, such as tulierculosis, as well 
a^ of centres for dealJ ng wi th mental disorders. 

In default of adequate government action, something might be 
done, as something has hm done in Yugoslavia and in other parts 
of Eastern Europe, by Co*operativc provision of medical services. 
In certain areas in Yugcrtlavia, for example, each village houses 
hold contributee toward the inoome of a resident doctor, who b 
conceded not only with individual patients, but also with 
organising the whole village for a public health campaign against 
insect pests, for pure water and pure milk, and for better sanitary 
habits in disposing of refuse and in combating epidemic disease. 
Idealistic young doctors devote themselves to th£i type of service 
which of course, demands good medical schooh to proride die 
right kind of trainings 
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Edusc^ion 


The tvio Plana differ in respect of health sen Ices iw^ at ail about 
tioccb tn be done, but only about the rate at which U is 
practicable to tackle the problems. This, as we have seen, is a 
question^ apart from the money costs tnvoLvedi mainly of training 
the large force of skilled workers w ho will be required- The pace 
of progress therefore depends very greatly on what can be 
adneved in Uie field of education—particularJy higher education^ 
hiighcT education, hois'evcTt catuioi be eFTectivcly developed on a 
Large scale except on the basts of a much wider diffusion than at 
present exists of reasonably efficient primary and aecondary 
schooling. Indian teachers are wretchedly paid, and the average 
level of efficiency is i^'cry low* In general, as in mos t backward 
countrica, classes ^ very small by European standards; and the 
cost of making primary education universal, with adequate 
merit to the teachersp would be cnomiuus unless the size of classta 
could be increased^ The Indian teachers, given letter prepara' 
lion, should be able to handle larger groups; but only if they arc 
given the b«t cqiupmeuL for making full use of visual methods 
and are trained with the purpose of helping them to apply new 
techmquK There is room here for an immense amount of 
research into the best methods and for a wide diversity of experi- 
mtnti. A recent report on mass-education in ADrica^ has opened up 
this range of questioiu in its application to a group of much more 
backward peoples, I am not suggesting that what would suit the 
AJricans would also, without change, suit India; but the two 
probicim ai^ dike in that they both require the ^ding of way* 
of making limited mancy go as lar as possible, andp stUl morCj 
gettioj^ as much as can be got out of a very limited supply of 
potential teachers. 

Side by side w'ith the problem of primary education, India hai 
to face that ol adult Ulitcracyik There are at lea^t 200 million 
illiterates between the ages of 11 and 50 whom it is dcsiiabie to 
make literate at the quickest practicable rale. Here too* 
methods based on mt^em visual and auditory techniques will 
dearly have to be invoked^ It has been amply shown in both the 
Soviet Union and Turkey that it is possible to mj? ke very rapid 
prpgre£t m stomping out illiteracy If the job is serioudy taken in 
hand. But the demand for teachci^ in this field ii of course to 
some extent competitive with that of the primary 3c]iooh+ 

* Mass £^4tf;m in Afikwt Cokminl OEtue, 1 ^- 
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As for higher education, both PLinSj rDllDV^ing the Jcad given by 
Mr. John Sargent m his ofEcm] report to the Government of 
India, by great stress on the development of middle and higher 
schools, and also of technical and university educalion. According 
CO the Iiidustrialiats" Plan, it is necessary to provide fe all children 
three years of ^middlc-sehoor education, berinniiig at about i it 
and to etpand the accommodation of high smools to emtr about 
ao pec cent , of all children bey ond the ^mkldlc-scbofl'P stage. This 
invTilvcs the formidable task of providing middle schools with 
about half the total accommeadatioo needed at the primary siage^ 
and beyond this of providing about lo miUton high-school places. 
'Fhc LF.L. Plan actually involves the startlog m about 400,000 
new schools, in addition to nearly as many rural and urban Cul^^ 
tural Centresj to serve as points of focus for adult educabort In the 
^vidcst sense. Including the development ofa wide range ofsocaal and 
cultural servicesp In addition, the I.F.L. Plan makes aspcciaJ large 
appropriation for the training of technicians, and a more modest 
one for the devdopment of university education and research. 

No doubt, all dlls needs doingj and no doubt, given a really 
determined Government with the people behind it, an astonishing 
amount could be done in quite a short space of time. But evidently 
results on the minimum scale requir^ to make cither Plan a 
reality could be securedi quite apart iiom considerations of cost— 
which are formidable—only with the aid of an immense out¬ 
pouring of popular enthusiami. Education wotdd have to seem 

t Cdais bmvr been cffitverlad fran croir* of rup» iatn pouaili Jteiiii]|| at the 
rate of ij. Sd for the rupee. 
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tremendously w^tli while for the teachrn to be got and Eiaincd 
and Ibr the requbJte response to be forthcoming fk>m parents and 
village commiinitics. The building problem, which is itself im- 
mensCp could be much eased If whole villages would turn out to 
help with the work of corLSLmcdon* This applies also to the 
immense rehoiuiing projects embodied in botli Plans. These are 
quite insoluble on the wumpdon that the work is to be under¬ 
taken wholly by professional building cemtmeton and workerSr 
It b^omes a different proposition if the Governmental rok can 
be limited outside the l»g tow™ to that of supplying some of tht 
materials and components^ mass-produced tn spedally designed 
f^torics, and to organising the supply of sklUid labour^, leaving 
the local communities themselves to provide most of die un¬ 
skilled labour needed on the siLcs^ as well as such male rials as can 
be locally procured and prepared^ 

I have no space to pursue into furthcT detail this outline study 
of the two Plat^ for the economic development of India. For want 
of basic statiitirs, both Plans are fieccssarily sketchy; and I feel 
sure tlity are both far ahead m cost of anything that is Hkely to 
be achieved in the time. But what iruitters in them is not the 
actual expenditure which they env-isagCj in cither money or mao- 
powicr, so much as their scale. It is clear that the execution of 
cither would call for a prodigious national effort^ which w'ould 
certainly not be rorthcoinin^ fiom a cmmtry ciilicT subject to alien 
rule Or* even if sclfgovenungi, divided into rival iketions Oif it* 
dcccntTaliscd as to lack a strong central Govcrnmenl fully armed 
With the essential powers of control over economic policy^ 

TTi 4 J^lmuwg 

Of cou^j India can progrtssj and can even progress consider^ 
ably, while achieving mudi less than is contemplated in cither 
Plan. If, howwer^ economic progress is on a significantly smaller 
scale than ihe m i nim um envisag^ in the Ifidustrialists^ Plan, the 
results will ctfiainly differ not merely in a quantitative but aUo in 
a qi^tadv'e sense. The ^t feet about India is the vast number 
of little Village communities of w^hich it is nminly made up* No 
plan can touch the essentials of village Ufb unless it is on the grand 
Kale. Any plan which Mia short will have, in effect, either to 
lca\^ out the viUages, ormost of them, to cotiBnc its Kopc largely 
to the and the major means of communication, and to rdy 
on the mtering down' of mainly urban improvements to the 
coun^-side, or lo concenu^te ils attack on rural poverty on 
certain limited areas, leaving the main part of the population 
untouched, A plan so reduced would be Lkely, in pracdcci to be 
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sclf-dtfcalirig; for the posabUity of satia(bctor>^ industnaJ de^'elop* 
mcni in India dcpcnjdfl on cjil^cmcnt of the rural home morketJ 
for indiutrial gCH^. and if this dcacs not occur induatrica wiU be 
diverted to pi^ucdcn for export and i.vill have to umiggle for 
3.barc» in the world market or produce luxury goods for the rich 
and the reladvely vveU-off instfsad of attending to the vast uiwatw^ 
6 cd needs itvat exist at home. In a seme^ the Plans we have been 
examining look fuitastlc^ They are rantastic* if they are meant to 
be pursued under the liroitatiom of a capitalist investment market 
and of the traditional proBt-inceniivT to Increased production. 
They becomCp in tlic light of Russian cxpericncep very' much Jess 
fantastic if we envisage them as being carried out under the 
auspices of a unified Indian Suic radicSUy transformed into an 
instrument of Socialist construction. 

Even the Indian Industriatists recognise the need for a large 
measure of State activity in the economic field. They envisage a 
controlled economy, wo^ng under public direction^ and extend¬ 
ing over the whole range of essential industries and services. 
Within this controlled economy, they contemplate the existence 
of a large socialised sector, including iitdustria which can 
be financed only with aid from public funds and industries 
threatened with monopoly control os well as the main public 
utility services. Suidi a propo^ involves in India a rnuu less 
drastic breach with the past than it would involve in the great 
capitalist countries; for the State ohijady pLap a huge part in the 
conduct of essential industries. There b, however, a differ- 
ence between an economy including a considerable public sector 
but still mainly otganised on a capitalist bads and on economy in 
whlchp even if many industries and services remain under private 
o^vnership, the recognised driving force is publici and the central 
direction pf oCOnotnic policy b based on socialist principles and 
conceptions. It is difiktilt to imagine that the Indian Indus^ 
triaiiatfl^ Plan could be applied m practice except under a central 
Govcrmncnt which accepted the main Ideas of Socialism and held 
firmly in its hands the control of inv^Lment and ofinterm rates, 
as well as the power to control the working of all essentia] 
industries. 

Pnpciais qf fAr Gotxnufuni cf India 

111 t944 the Govemment of India produced the first of a scries 
of proposals of Its own for expenditure on post-war reconstruction 
and economic devdopmeut; and thereafter ihe Cemral Govern* 
ment's proposals were supplemented by a series of projects put 
forw'ord by tbc various Indian Provinces. Some of the Indian 
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Nalivc Slat(!A aJso drew up reconsbuction and development 
pUina of their own' but wtiat h diseuwd in this chapter rebuct 
cxcluiivcly to Bnii^ India. The Indjan Government's Plans arc 
not comparable with those djavm up by the IndiistnaJists and by 
the Indian Fcderadoti of Labour^ because they cover oidy action 
by the Central C^v't^ment, though they also attempt an esthmic 
of the sums which it will 1 % practicabie ta raise in the form of 
private inveatmoits^ as disdnet from gnvemment Iojum. In all, 
the General Government contcmplatech in its reports of 1944+ ^ 
total expenditure of about ^750 millions, spread over five years^ 
dlls sitm to be dcrivel half &om taxes and half Inom loans. Over 
the same period^ it put the total of private investment ai about 
£a 75 mdhpns, Ptovindal Government schemci added up, again 
over a period of five years, to nearly anoihcr j£ 6 cio raiUiom; bui 
this probably included some estumted grants from centnil funeb^ 
Thus, the total contemplated expenditure^ over hv'e years, sctnis 
to have been of the order of £300 millions a year, from bodi 
public and private sources. This is not, cm the fece of the matter, 
much different from what was proposed by the IndiiiLtialists^ but 
the dtffcrciice is in fact a good deal larger Uian it appears, bccaiue 
the Government plans le^ude under the heading of dcv^npmcnl 
many things—especially such tliJng^A as rural maintfinanoe^ 
which the Industrialists appear to leave outside the scope of their 
plans as failing within the range of normal public expenditure,^ 
In any case, it should be mode plain that the plans advanced m 
19^ were only recommeudadoiis, and did noi commit the 
Indian Government. WTicn, in 1945, that Govemmciic did pro¬ 
duce the fitst draft of its own proposals, its announcements— 
which have of course now beiai suspicndcd by the coming of * 
qmie diflercnt sort of Indian Government into power—^calt viilh 
pridcipies rather than with their application^ and it said nothmif 
about agricultural development or about the future of the health 
Md educational services, except tcchnicd education. These sub¬ 
jects were left to be dealt with separately: the pronouncements so 
far made are confined to the question of industnalisa tion and to the 
structure to be built upon the industrial development that ha^ 
taken place in India during the war-. Two things are particularly 
notable ^houi the Government Plan. In the first place, the (Control 
of twenty Importani industries, Including not only steel, engineer¬ 
ing, shipbuiiiding,^ electricity supply and elec triad cxiginEeringt 
motor vehicle and aircraft manu^tune, and cement, but alw the 
textile trodei, was to he transfeTred from the separate provinces m 
^^ptra] Government. In the second place, direct public 
enterprise and also 'mixed' fbrmi of enterprise* in which tbc 
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Ccxv'cmmcat was to eoUaboraie with privatt cjrwnen of capital* 
contemplated over a vi^ry wide field- In India raiJ ^>’5 and public 
utiiicy uudertakin^ arc already in the main pubUcly o\vtied| and 
it was annoiinccd that the ordnance fiictories started under public 
QMmership during the waj should be continued a3 public con- 
cemi. In addition to thcae^ the Govemtnent^s statement contem¬ 
plated the possible pubhe nwner^p and operndon of the 
manufacture of aircrafl, motor-can!, tractors, chemicals dyes^ 
iron and steely prime movers, electrical machineryt machine^toob* 
dcctro-chemical products, non-ferrous metals, and other products 
•'if sufficient private capitd is not forthcoming and if it is r^arded 
as essential in national interests to promote such industries.” 

The statement also contemplated the possible nalionaliiatton of 
industries, such as salt manufacture, in which the lar element 
has prepond crated. 1 and abo the partidpation of the State* 
side by side with private enterprise, in shipbuilding and in the 
manufacture of railu-ay locomodn-rs- Even beyond these fields* it 
envisaged the holding of shares by the Government in private 
enterprise, or the granting of loans. It declared in fawur of 
national economic pbnnlng for the appropriate regional distribu¬ 
tion of Industriesp of a general system of licensing factory' develop¬ 
ment, and of the public reguUdon of industrial ^vages and work¬ 
ing conditions. Profits also were to be controlled; and one of the 
purposes of planning w-as to be the prevention of an undue con* 
ceatmtion of indus try p not only in particular localities, but also in 
the hands of Hindusj as against Mahometans. 

On paper^ the Governments proposals looked both for-icaching 
and rmtarkably 'socblhdc*" It must, howevf^^ be borne in mind 
that the range contemplated for pubhc ownership and operation 
of industry was only permissive, and that the Government com* 
micted itself to active intervention, over most of the field, otdy if 
prU-ate capital was not forthcoming in adequate amounts or in 
order to prevent the exclusive domination of an industry by a 
particular community group* 11 might have turned out ki practice 
that moat industries Avould remain under private ownership* sub¬ 
ject only to the general planning and controlling pemera reserved 
for the Central Covnmmient under the scheme. It has also to be 
borne in mind that the published Plan was only a first sketchp and 
that it w'as left open for it to be considerably modified in consulta- 
tion irith the Provinces and Slates, before ii reached the stage of 
being submitled for final approval lo the central legislature. 

In addition to the featurci already mentioned, the official state¬ 
ment envisaged tariEF protection for Indian industries, and alsu 
1 TiU in aholitkiii by tbe ficwr Tndliui OoveraraeAt m x^y. 
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preference in Govcmmcnl purchAses, which \snDiiId be an im¬ 
portant factor in the tom-ket^ cspccLally fbr the output of the hea%7 
iDdiiStrirs, In its geiieml fcatures, the ofljciaJ dcclamtion of policy 
WAS evidently modelled to a large extent on the IndujtrMisis' 
PJan^ and, like Up contemplated for India a 'mixed economy,'' in 
which public and capitalist enterprise were intended to work its 
close and harmonloi^ partnership. ’Whether such a combiimtion 
of motives and inccnth'ea could be practicable on the scale required 
WAS die great question that was raised by the terms of the ofRclal 
pronouncement* no lesi than by those of the Industrialists^ Pkui; 
and exactly the some issues arose Lo respect of the political factors 
—’the need for a sirong, centralised control by a Govcrnmcrtt 
carrying with it die endiusiastic co-pperatiou at least of a large 
Kction of the people. In any cventp the 'Government of India^ nmv 
means scmediiug radically different from what it meant when 
this Plan w^m drawn upj and the formulation of a new Develop¬ 
ment Plan LB now the task of a Covemment representingr not 
Grait Britain as the ruling poww, but the Indian peopla theni- 
selves. 

Planning and Ga^rnimtttl 

We are broiight back* then, at the end to the question of 
pnlLtics, It is ea^y enough to plan on paper big projects of jiidus- 
tnausatton and mmi economic dcvclopnicnt^ of educational and 
cultural ^vanoc, of progress in sarutadon, nutrition and mediciJ 
services. Put the sucxess of these projects unavoidably depends on 
die ereation of political conditions vvhich wtH enable an Indian 
Govemment to secure not merely the passive assent but tlie active 
oO’^peration of a large proportion of the local leaders of Indian 
opinion, of the classes in possession of higher education* and of the 
peasants as wdl as the urban populadons. Such a Govemmcntii 
moteover* in order to plan suctesaruUy^ would have to be in a 
position to exercise drastic powers of control over the entire terri¬ 
tory of India, and to ovenide regional and local claims to act in 
w'ayj inconsistent with the requirements of the general economic 
plan, llicse issim cannot be divorced from diicusaion of the 
{mliticsl factors in the Indian rituation. But we have iceo in this 
chamcr enough of tJie underlying conditions to make it plain tliat 
an eff^ve economic plan for India, on anydiing like die lines of 
the plans so (hr considered, could be launched and executed 
only by a central Government composed of Indian leaders, 
basing Its pob^ on the principle of Indian sclf^gcn^emmcnt, and 
in possraion of large ptwers of economic action and control 
the entire country, 
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Candid and ViUn^ Industries 

Ai ihis point there ssiiscA an issue whieh I have hitherto bem 
Ica\"ing ddiberately out of account. All the plans so fiar con¬ 
sidered rat on die broad assumption that the right line far 
India Is to follow in the main the methods and techniques which 
have resulted in the much higher producttviiy achieved m the 
countries of the West. This emphasis is naturally greatest in the 
plans put forward by the Indian Indmlriolisls; but it odsts in the 
others only to a less extent. There is, however, in India a large 
and influential school of thought, headed by Mahatma Gandhi 
himself which challeRges this entne assumption, and argues that 
the correct course for India is to build on the foundatian of the 
primitive village community (the Panchayat) a localised system 
of amall^cale craft Lndustrica producing for the local market and 
not aitempting to emulate the achievements nf ^Vestern mass* 
production. Gandhi^s irmatence on AVWdbr (home-made cbih) 
and on domestic spinning and weaving Is wcU-lmown. It !s not so 
generally realised that this Insistence is part of a general phUosophy 
of life hostile to Western influences ana determined to build, both 
sfxiially and economically^ on native traditions. The Committees 
of the Indian National Congress, which were set up to prepare 
plans of economic devdopraent for a free India, came ngiit up 
against the conflict beC'ivwi the ideas of Gandhi and his followeti 
on the one hand^ and on the other those of Indian millionaires and 
Indian Westernising or Sovictistng Icft-wingen, who, however 
much ihc:>^ might differ about almost everything else, agreed in 
wishing India to fnllow the path of Western technological 
development. Gandhi, however, has a large following for his ideas^ 
especially among the peasant masses and their leaders; and up to 
a point he is dearly right. The village, with its superabundant 
supply of labour and its very touf level of produedvity, needs a 
more balanced economy, such as it can get only by nevebptng 
industrial production in the village itself, and not tar away in the 
mills of Bombay or Calcutta, Such vdiiige mdusirles can grow, 
however, only if they are protected against the comped don, no t 
only of imported factory goods from outside Indb, but also of the 
products of Indian factories using Western methods—and they 
can prosper, even lO, only if their grow'th is accompanied by a rise 
in apicultu^ produtdvlty which will allow fewer labourers on 
the land to provide for the food needs of a larger village popula- 
dan. The success of the Gandhi type of indusirial dcv'clopment 
depends on the application of a great deal of capital to the 
land and to local transport services, for the purpose of raising 
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agriruUural productivity. It also dcuLincb aAirong certCnd Govctti* 
mcnCp capable of affai^dg the requbite protection to 
tndustries against Indian ns well as agaiost fbrejffn capitalist piiil- 
owners^ In gencralt ita effect is to call for a imaller expenditure of 
capital on indmtria] investment, but for even mom on agriculmm 
and on such other services as education and herdih- 

T7u Poitii^at Fijci^rs 

I have taken India as an example of a territory ripe ftjr rapid 
economic and social development and posacsiing the national 
resources of man-power and materiak without which such 
development would be out of the quesdann There am many other 
areas—plough none so large or |»puIous—to which similar con* 
sideratious apply. It may possible for a benevolent mandatoiy' 
Power or unpcdai Govemmeat to launch a dependent territory 
on the path of development without granting to it at the outset the 
full po^^ers of^Itgovcmnicnt for which its leaden will inevitably 
piess. But it wOl not, 1 think, be possible to get up the ncoasary 
^stcam* for any thoroughgoing pFOgjanunc of internal cconoinic 
development in the interest of die masses of the people without 
^'■^Idng the spirit of national rcapormbility, and therewith 
resigning the chtim to direct economic and soda] policies from 
outside. Economic and social development, on the grand scale 
here postulated^ depend not only on strong government, but also 
and essentially pn They do this, because they 

require piositive co-operation among the governed, an intensive 
mobilisation of the active resources under the control of the 
people's own lexers. They' require, in effeetj an atmosphere of 
creativencss which it is hardly possible to stimulate under foreign 
rule—even if in fact the foreign rulers arc trying to do their best 
for thc^ w^Uarc of the govemed peoples. In countries already 
industri^iBcd, it can in general be assumed that measures of 
economic progircsa will not encounter strong psychological resist- 
anc« except among groups which feel their economic and sociai 
fjQWtion to be seriously threatened by the changes tJiat arc pn> 
posed. For India ^d lor most of t he other areas here in qui^tioa. 
no such assumption can be made; for the road to aodal and 
economic progress is obsEnictfsd by many religious and cultural 
^boos and tradiiional attitudes w^hich no forei^ lefonning 
influence could be in a f^idon to break down. These attitudes 
hairti, moreoveri bem reinfoTTced by suspicion tliat any change 
ravi^red by the ruling power must be panposed in the interest 
raihi^ of the govieming people than of the governed* The fint 
requirement tqw^ardft effective planning for India's economic 




future b the setting up in India of an Indian centmJ authority, 
armed with adequate economic powers, which the Indians, or 
enough of them, wili be ready to regard as thdr otm. This is not to 
•ay that nothing can be done aa long m the conditions here 
postulated cannot he fully realised. Many things can, and should, 
be done by any Government that holds pon'er in India; but an 
imposed and mainly rorcign Government, however well and dis- 
iutemtedly it might act, would have been suspect to many of 
those whose oollaboiutjon would be needed for practical enforcc- 
mcRt of a viUrkablc plan. Nor can any centra! Government 
achieve much if the cssendat economic power? arc vested in a 
number of Provinces, howevtc composed, without effective co- 
ordination over the country as a whole. TTiis, and not any doubt 
about the potential capacity of the Indian peoples and their 
leaders, is the reason why one is bound to take a cautious view of 
the chances of paper plans which, however sensibly conceived in 
terms of objectives, depend for their achievement on the attitudes 
of the main body of the people and on the existence of adequate 
powers at the centre, even more tlian on the skill and disinter< 
cstedness of the Government and its advisers. India may be .ibte 
to lift itself out of primarv poverty to a leading place among the 
advanced nadons. Indeed, I feel sure that in the long run it will 
succeed, Hut Jt will not be able to do this unless it can resolve Its 
iimcr political antagonisms enough to achieve both a powerful 
central Government and a sense of united responsibility among 
the key secdons of the Indian peoples. 

We arc brought back, then, to a considera tion of the polidcal 
fiictors, which, in this brief study of the fndian problem, i have 
left deliberately to the lust. The British rule in India is coming 
dehnitcly to on cad, and in one way or another the lodians will 
have for the future to take charge of their own affair?. This has 
l>een rccogrtised by the Bridsh Government—and not only by the 
Labour Government; for before Labour came to power it had been 
recognised in the terms of the ‘Cripps offer,' with the full authority 
of the Churchill Coalidon Government bdtind it. The question 
is not whether India is to become selfgoveming, but how; and 
as cveryune knows, the main probIcRi is that of the rdadons 
betu-een the two main political forces among the Indians them- 
^ves—the predominantly, but not exclusiv^y, Hindu National 
Congresa and ihc exclusively Mahometan Moslem League. Of 
these two, the Congirss represents the larger community, and 
sttmds for the prmdple of a united, independent India. As against 
thu cl^ the Mcalcm League, which has succeeded in rallying 
behind it the support of the great majority of Modems, stands for 
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A divuiod of Iddb mid two iteparatc Stdies, or rather for the 
creation of a prtrdominaiiLly Mc^em State—FakisUio. Thia pro¬ 
posal Ls very' scricidsly com^icated by ihc fact that the Mosltiiis 
UvCt dot conqcnirnted in one Compaq i arca^ but partly jcaltcn^ 
in prcdomiimntl)? Hindu districtai and pardy coocentxa^ted hi 
iwo areas—one id North-Western and one in North-Easicrti 
India—^whicb am ieparated by a lar^ge tract Enbabiicd inaiiiJy by 
Hindus^ The North-Western areip. induduig the four Provinces 
of the Punjabj Sind^ Bridsh Baluchutan, and the North-Weit 
Frontier Province, baa the greatest prepondefance of Moslea^ 
over all other clemcnta m the population'—roughly 6a per 
of the total. But, whereas this whole area contaiiis about milliod 

Moslems^ there arc 33 milLions of them iij Beogai alone^ as agai*V^ 
27 milliods belonging to the Hindu and other commurudes- m 
Bengal and Assam together—that b» in the disputed North” 
Eastern area—the Moslems number about 52 per cent- of 
populatiodf with the Hindus accounting for the great majority 
of the rest* In Assam the Mofllcms arc only about a third of the 
population. Outside these two main areas—the North-W'est and 
the North-East—are about ao million Moslems, scattered among 
a non-Modem popuiadqn of about 138 millions. All these figure* 
relate to British Indiaj (deluding the Indian Native Statci^ 

Fitkutm 

There b no possibility of creating in Northern India a eompae^ 
Modem State including the majority of Indian Modem*- 
compact State could, no doubt, be carved out in the North*Wc*tp 
with a large Moslem majoriiyj but It would include less than 00^ 
third of the Indian Moslems, and would have within it a jttalp- 
trant Siich populadon in the Punjab, as well as other large minaniy 
groups. Such a Slate, moreover, Avould obviously fail to saiUfy 
the Moslem League, as it w^ould exclude the area—Bengal 
which much the lar^t Moslem populadon is to be found* On 
the other hand, it is obviously out of the quesdon to constitute a 
Modem State stretching right across Nonheari India, so as to 
indude both the North-Wcatem Provinces and Bengal, be^^usc 
ihb would involve putting into it the United Provinces and 
w'hich lie between and have a popuhuion of which more th^t^ 
per cent, is Hindu. Nor b ihb the only compheadon; for Wester^ 
Benf^l, including Calcutta^ has a Hindu majority, and there^a^ 
considerable Hindu areas in the Punjab, with Sikhs miermised 
with both Modems and Hindus. l>ivislofi of the Punjab has been 
suggested, but could nut easily be made acceptable to the Modems^ 

In gencralj the Hindus inefude many more rich men than the 
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^f«Icms, who Art mainly peasants, sntnedmes working under 
Hindu landowners. But of counc the vast nLajority ofboth groups 
arc very poori and in nmny aica^ Hindu and Moilem peasants 
live side by side under identical conditiona. The Congrm leaden 
have al\^'nys mainLained that there h no real desire among the 
Moslem itiAssts for a partition of India; and there have always 
been Moslem adherents of Cbjigtcss. Probably the Congress view 
was correct until a fhv years ago; but in recent years the Moslem 
League, under Mr* Jinnah’s leadershipi has undoubtedly 
succeeded in rallying behind it the main body of Moslem optnion^ 

The creation of an independent Moslem State, divided imo 
two widely spread areas aa it would have to be* would be most 
undesirable from an economic standptoint; but it would be pre- 
ferablc to a federal plan which would, while nominally uniting 
all IndLap leave all the essential economic po^vera in the hands of 
a number of autonomous Fro vinca. Either of these expedients 
would prevent cfTecdve nadonai plaunii:^ of India's devdopment; 
but the second, by increasing the number of autonomous units* 
would have even more adverse economic consequences than the 
It 15 indispenAable for any CovcmiELent that is to set to work 
seriously to raise standards of productivity, and therewith 
standards of living, for the Indian peoples to be able to make 
plans for investment, saving, taxation, and the control of foreign 
trade, as well as for transport and coinmunicatiofis, over the 
whole country, or at the very least over the greater part of it. 
This, of course* does not exclude suppltmcntary planning at the 
provincial level [ hut it is surely plain enough that no major plan- 
ning of the type discussed in this chapter can be workable except 
on the basis of uniBcd control over a very Laige area—large 
enough to cover the majority of the whole population of India, 
For the same reasons, it is economically desirable to include the 
areas of the Indian Native States within the scope of the nadonal 
plan. 

Tht Cabinet Mirsion^j Report 

Because of the difiSculties I have outlined, the British Gabtnet 
Mission to India, in its Report pubbshed in May, 1946, rejected 
the proposal to create a separate State of Pakistan, and put for¬ 
ward instead the notion of an Indian Federmtion—to include the 
Native States as well as all British India—with very limited 
functions and powers for its central Government* The only 
matters to be dealt with coiti^y; under the proposed plan were 
finance, defence and communications— all Idea of central control 
over economic policy bdng excluded, saw to the extent to which 
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it could be brought under one of these tbrec headi. All other 
powers vvert: to be vested ki the separate Ptovinecs {and iti the 
Native States); but the Provinces were to be free to form group* 
for cottunon uctLotij and each group was to be free to decide what 
subjects should be dealt with in ootnmon over iu entire area. The 
him!on theo proceeded to divide British India into three gmup* 
of iVavinoeSp one* much the must populoiyip including all the 
predominantly Hindu Ptovintes ‘except a second liie 

predominantly h 4 odem Provinces of the North West, and a third 
the two Provinces of Bengal and AssarUj in the North East. There 
was some dispute at a later stage on the question whether thb 
grouping was meant to be compulsory or not, one of the main 
questions at ifisue being the wining of Assam with Bengal. It was 
made clear in the Report that any Province could, if its pcopi* 
m wdahed, secede from any group, but only after the groups bad 
performed the function assigned to them of drawing up group and 
provincial constitutions, and appiarently without the option of 
joining any other group. 

The publication of the Cabinet Misaion^s Report was followed 
by much going to and fro among the Indian parties. B4>th Cofi- 
gress and the Moslem League agreed to accept the Missloti^s long- 
tom proposals, but the two groups were unable to agree to the 
British proposals for the formation of an immediate CoaKuon 
GovemmenL, based on die Indian parties, to take charge of the 
astmtry^s affrilrs while a Constituent Assembly w*as chosen a£^ 
while the process of constitution-making for the new India wa* 
bcing carried through. This deadlock resulted in the formadoEij 
hi July, 1946, of a ^caretaker" Gcnemmeni of officials to hold 
office while the Constituent Assembly was being chosen. In the 
same ixtonih the Moslem League, accusing Congress of a wholly 
non-co-operadve altitude and the Britlsli ^tisslon of pLaying 
the hands of Congress, ^vithdrew its support from the bpg*itnii 
plan, and announced its intention to mstitutc a policy of wec^ 
action.'^ lliis was followed by an invitation to Jawaharlal Nehni> 
the Congress leader, m form an interim Covertimcni without the 
participation of the Moslem League; and a Congress Minwtr)' 
accordingly took office in August^ *946, announcing that it would 
keep positions ready for the Mi^lem leaders in the event of thtir 
agreeing to take pari, Cirect negotiations between Mr, Nehru and 
htr* Jlnnah followed, but produced no agreement; hut in October, 
under strong British pressure^ the MosJem League agreed to 
appoint mmber^ to a O>alitioii Govemment* It rcfndncdi 
hirwevcTp from appointing Its mw mpunsiblc leaders, 
refuicd, after further dlHerencei with the l^ngrcsi i^ty, to 
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pari in the Coiutituent A3s«iibly, which had by that ttrac been 
elected by the Pnmndal X^egislalurca on the beiis laid down in 
the Cabmet Mi^on^^ Repewt* Tliis further deadlock was followed 
by the Aummoning of the leaders of both the itiaiD pardcs (and of 
the SLkhst who had also rejected the Misdort's plan] to London 
for oonsultadons with the British Cabinet; but no agrtxTDcnt was 
reached p the maiQ cause of deadlock l^ng still the Moslem 
League's imlsicuee on* and the Congreas^t rejection of, the com- 
poJsory grouping of the Provinces for constiLudun-m^ng into 
the three groups dehned in the >£ission's Report. 

The Consdruent Assembly met in December, with the 
Nfoslem Leaguers members absent, and in January, 1947* it 
agreed, under protest, tn accept the proposals for compxiisory 
grouping of Provinces on which the Bridsh Govemment had 
insisced in the London discussions. This was done in the hope of 
inducing the Moslem League to participate in the further prr#* 
ccedidgs of the Constituent Assembly. In the meanEtmc there had 
been, from the dme of the League’s threat of direct, fiction," 
serious communal riotJ^ first in Calcutta and later in Eastern 
Bengal and the Punjab; and in these riots many thousands of 
people, mainly Hindus, were killed. The British military forces 
in effect governed thecounby, with the Coalition Ministry of the 
Indian parties holding only nominal powtr; and this condnued 
to be possible because the Indian Amy continued to be prepared 
to obey orders# It was^ haw'ever, obvious that this situation could 
not continue for long; for it involved a state of tension that was 
bound, unless it coidd be relaxed, to lead to further and even 
more scrioua communal disturbaocm, and perhaps even to a 
dvil war. It is too soont as I write, to measure the effort of Lord 
MoimtbatteD^i appointment as Viceroy in March^ 

Thi FuiiiTe cf Bniisk India 

I am neither a prophet nor an expert upon Indian affairs^ and 
any comment I make can be no more than that of a diligent 
observer of world polidcs. In the firat ptare, I acutely dkltke the 
idea of a completely separate Pakutaxi^ because it seems to me to 
stand in the way of cJfecdvc measures to raise the standarcL of 
Ih^g among the unfortunate Indian peoples^ Hindu and Moatem 
alike. Secondly, however^ I prefer Pakistan to a nominally 
united India which would be shorn of all power to deal with its 
economic and social problems on a basis of common pUnnlng. 
Thirdly, I do not believe that Gongit^ and the Moslem League 
vdll ever agree or work to^Lber in any constructive way as long 
05 they can blame the Bridsh for thdr disagreementa. Naturally, 

845 



ihenj I mcML heartily welcomed the Bnd^ Govemincm*! an* 
nounccmcni^ in Maith^ i^7t of its defimlc intention to withdraw 
from India by June, 1948. UnTorttinaldy* this announecniciit 
still left it entirely unclear hoiv the withdrawal was to be eflfectedi 
Or to wlmi authority power would be ttansferred in the disputed 
areaSp in the event of a continued failure of the Congress and the 
Moslem League to agrec> The British Govcmmenl said only that 
it would* in that event, consider handing ovier the powder? of die 
Central Government of India cither to "^some form of 
Government for British India,'* or to the editing Provincial 
Governments in some areas, or otherwise as seemrf to It bat 
when Uic time came. This left it open to the Moslems to argue 
that, if they could consolidate their hold on the predominantly 
Moslem ProvinceSp they might be able to get the equivalent of 
Paidatan by inducing the British Government to hand these PrO" 
vintes over to Moslem Provincial Governments rather than to a 
Central Indian Government under Gongrea control. Thw 
motive doubtless lay behind the scrip tis^dislurbances which, m 
March, 1947, drove out ofofHce the Unionist Ministry of Hindus 
and Sikhs in the Punjab and, after the Moslems had failed to 
sustain a Ministry of their own^ involved the taking over of pov^ 
in the Province by the British Governor—an ominous nece^ty 
in view of the prospective transfer of power throughout Britisn 
India. 

Fourthly, I think the British Governmentp up to March, t 947 i 
had been taking altogether tlie wrong line in inristing that it 
could not hand its potver over accept on terms agreed on between 
Hindus and Moslems; for Uiis line w^os in edect giving th^ 
Moslem minority an uniimiled power of veto- It is to be hop^ 
that, having at last declared its intention to leave India, the 
British Government will adhere to the dale announced, whatever 
may occur* 

Fifthly, I think the announcement of the intention to evacuate 
India should have been coupled with the further dedarsdon 
that, ioiling agreement between the main parties^ the Briiwh 
Govcmmcnl would place a Congress Ministry, as rcpr™itdng 
the majority dement, in full power, aud wotiM gitfi ii 
ituthori^ oB€T t/tf Indkii Amj. I do not say that this action woitid 
ensure a settlement, but that it wx^uld offer the best chance of 
one, by making it plainly ncces^ry for the Modem League io 
come to terms wim the Congress, instead of relying on the 
Britisl]!, as thedr final impmol act, to divide the country at 
b^esl. As against this^ the oontlmuance of the existing tioccr^ 
tainty involve? the likelihood of a further drift towards a civil war 
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which will be aj diaasUrotis for Great Britain as for India^ if iti 
advent finds the British still in Dccnpation. 

7 ^ Indim Army 

This handing over of tlie control of the Indian Army is a more 
important nmiter than a good many people in this country 
understand. At present—that is, in January, 1947—the number 
of British soldiers left in Asia is very small indcM^ and the vast 
‘commitments^ of Great Britain in Asia, of which we hear so much^ 
arc in effect being sustained by Indian soldtcTS. Even if these 
soldiers arc still prepared to obey British orderS;, their retention 
as part of the Britim militaTy force in any area Is clearly quite 
inconsistent with Indian independence and ought to be ^veti up 
at once. The Bridsh Government's military advisers {or rulers, 
which I am sornetimea mclined to regard as a more correct 
description of them) may say that this will render their task of 
sustaining British power in Asia impossible. If that Is so^ then so 
much the worec for Briiish power In Asia, of which f, as one 
Englishman who has no belief in the white man's right to exploit 
the coloured man^ shall be hE^anlly glad to see the last, I hope 
that India and Burma and Malaya and other parts of Asia which 
have hitherto been held in subjection under British rule may 
voluntarily agree as fully independent countries to retain an associa* 
don wim a British Commonwealth of Nations that shows itself 
prepared to treat them fully as’equals; but I will do Miything I 
ejin to incite to disobedience and to abet any British ettben who 
rcfiiscf to take part in any attempt from now on to treat any of 
these countries as subjeetp or to repress tbeit endeavours to tnake 
themselves fully independent and scLf-gDVcming. 

Th Indian JVefiw Staiis 

Finally, in reladan to Indiai I deny the right of the British 
Government tn enforce upon any Indian Govenurnent any 
Expect for the rlaima of the despotic rulers of the Indian Native 
States. If promises were made long ago to these desf^ts, they were 
promises which no British GovemiBent had any right to make; 
and to-day, in face of advancing dcmocrflcyj they are not worthy 
of any respect. One of the fetv encouraging devdopraenss in the 
Indian rituatiQn In the early part of [947 was that the Indtan 
Wnecs agreed to take part in the Constituent Assembly. True, 
Congress had to offer them large coacessions in order to get them 
In; but their acceptance dearly indicated that they had realised 
at last the futiUty of relying on Irimh hdp against the Indian 
National Movement. 


CffAPTEK VIII 


THE FAR EAST 


iJEYOKD India, in the Far Eaat, anoth^M vast 

of primary poverty, ilankcd by the Cdidparalhtrly advanced 
industrial civilisation qf lapaji to tJie east ainl to the west by the 
rich areas of tin and rubber production in Malaya and the Dutch 
East Indies. Chinop with an even larger papulation than IndiA 
and a civiiisatian at lease as ancient^ is stilf one of the woarld'ft 
principal areas of impoverishment, suffering heavily fr&m the 
denudation of its forest tracla and from tlie intense pnesaure of 
population upon land continuously cultivated over many genera- 
tiotis. China’s papulatjgn is densest in the south; and in the northi 
particularly in Nfaneburm and Mongolia, there remain 
areas capable of supporting a greatly increased number of 
inhabitants if ilicir resource could be cffecdvely open^ up. Tlie 
extent of ChinaS natural resources is still largely unknown and 
Ims been a matter of mudi dispute; but, ut the least, they are con- 
aidcrabln enough to supply the basis far a nauch h^hcr standard 
of living than has hitherto been attained. Such economic develop¬ 
ment as has taken place up to the present has been mainly under 
foreign influence and control, and from the middle of the last 
century China has been a disputed sphere of influence among the 
great powers of the world, with the Russians prying eistwards 
tow^ards Manchuria and tlie neighbouring provinces, the British 
enlimchcd at Hong Kong and other points m the south, and pre¬ 
dominant in the trade of Shanghai and the Yangtsc VaJJryt tlw 
French further west in Indo-Chma, and the Americans, w'ithoui a 
separate sphere of influence undJ they acquired the Philippines 
ai^er the Spanbh^American War^ lat^fcdy active as traders and 
mtssioTLarifs over the whole count^^ except when and where they 
have been prevented from operating by tJic rival schemes of the 
Japanese. Japan, for its part^ has pressed bard upon China from 
the east, sizing first Formosa and then territory' upon the main¬ 
land, undl, in the great Sino-Japanese War, which was in progress 
Ibr some time before the second World War tlie Japanese 

amucs luccccdcd in occupying a large part of the conntryi 
although tlitir were always many areas even within their zones of 
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guerrillas or Coimnujibti or other Chinese groups owing some 
shadowy allegiance either ID the GovemjiHmt of Chiang 
or to the tW^ Comitiunist admktiitratiDn at Yemo. 

South-4mi AfUi 

To the south-west of Qnna lies the great region of Indoncaia, 
with its long sweep of islands from Sumatra to Timor^ and iti 
close connections with the mainland tenritoties DfBiLmta^ MaJayar 
Siam^ and the Frtttch provi&cca of lnd<Mllhina, This ara, or 
rather a part of it, has experienced very rapid economic CKpansion 
during the past two generations. It hits become the great source of 
ivorld supply of both tm and rubber, and it is also an important 
iDurce erf oil as well as of rice. ^ITte enormous development of the 
motor industry has given its resources of oil and rubber a rapidly 
expanding outlcE all the world cni'er, and in particular its pre¬ 
ponderance in the supply of natural rubber has made these 
resources of the greatest possible importance to the United States- 
In Malaya especially the consequence of economic development 
has been an extraor^nory mixture of populatlonp so that to-day 
the natives of Malaya arc laimly outnumbered by ummgnmts 
from China and India, os well as from the neighbouring Island 
area. The Chinese have been particularly successful tn Molayai 
not only in trade but also in establishing their own position in 
industry, and the>^ now constitute a tremcndouMUtoblem in reU- 
lion to the future government of the country^ The Indians have 
come in mainly as labourers and :^ve mostly returned to India 
after a period of service: on the plantations. The Chinese, on the 
other hand, have come largely to settle and remain, not only in 
Malaya but also to a smaller oitent thnoughout Indonesia, and 
indeed throughout the area lying between China and the Indian 
Ocean. In the Dutch Indies Java Is densely populated, and in 
Certain areas highly de\^cLoped economicallyi whereas Sumatra 
and Celebes still remain for the most part prinntiw and uncx- 
ploited. In Burma there is a distinctive and settled civilkation in 
the Kuthern port of the co^try, but a Luge part of the interior 
remains under very primitive tribal conditions. Siam, the only 
indq^cndent kingdom left in this part of the world, has shared to 
some extent in the fruits of recent economic development, and the 
same has been true hitherto of French Itid[:HOiina^ where njuivc 
rulers haw been^ left in nonunai authority, under the control 
of French Commusloners and admlniiirators acting on behalf of 
the home Government. 


dSO 


Thi Prohlrm 

The great questions now iadng the world in the Far East are, 
fint, what h to become of Japan, both economicalfy and poliiic- 
ally, now that Japanevc projccl* of domination over the whole 
area have been dedaivcly ddeated; Kcondly, what ii to become 
of China, deeply impo^'erislicd by prolonged and deva^iation 
and HI able to lustain effectively tlie status of one of the five Great 
Poweri which liai bram nominally conceded to it as a member of 
the United Nations Organisation; and thiidlyt what ii to happen 
to the whole area lying between ^ina and India In respect both 
of future relation* with the Etiropcan pQWrr* hith^to in control 
and of the mutual relations betViecn the ne^v naiionalist move¬ 
ment* and national CovemtnenU which are now emerging and 
challenging the eondnoance of bnpe^mn and of colonial 
omloLtatiop at a number of separate points? 

In considering this vast area and the inuiie^ly complex 
problems which it proents, it seems simplest to begin with Japan; 
and Japan* on the morrow of its de^^ prestnta a problem 
rcscmbhng in many respeetj that which Is set by Germany in the 
West, Hero h a country, until a couple of generations ago 
nnfiimiliar with ihc mechanical aduevements of the West, that, 
basing once come into contact with them* showed a quite extra* 
ordinary ikmlty of imitation and adaptabihty and made itsdf 
rapidly master of the essential Western technique** Populous* and 
indeed continually leiting up the cry of rwcr-popiilatton as a 
roason for territorial expansion* Japan had become the home of a 
Btate<^wormliippi.ng militarism which had taken hold of the 
Japanese people In an even deeper sense than the Germans were 
taken hold of by the myth* of Naaism; and it is even now more 
difficult to imagine Japan settling down to accept a limhed 
destiny in n world of ptice than to imagine a real conversion of 
the German people to Ideas of peaceful inicmalional eollabora- 
tiofi. Up to the moment when the first atom bomfa vins dropped 
on a Japanese City, Japan was pnotlamiing its mtention, despite 
the collapse of Germany* of resisting (o the bitter end, and it stUJ 
seemed possible that the war in the For East n^ht last for a con- 
lidcrable time beyond the war in Europe, owing to the extreme 
difficulty of cxpeJling the Japanese fwees area by area frotn the 
countries which they had oivenruni. fhe atoffi bomb, whatever 
may be thought of the riglitncis of its use, settled that issue by 
compelling a Japanese turrendro much carher than anyone had 
dared to nope, and the very suddennett of this surrender had 
important eflecti on the handling of the Japanese probictni 
because it meant that, in rlTccl, the United State* occupied Japan 

Bst 




single-handed and look over entire control without anything 
having been settled in advance about the future of the conntiy, or 
indeed of the Far Fast as a whole, and without any arrangements 
having been made for eJTectivc participaiion in the immediate 
cont^ by the Allies of the United States. Thus Japan, and to a 
considerable catent China as well, catnc to form a rlo^d aone of 
Amcjican inAncnce, at least as much as the eountrics neighbour¬ 
ing on tlie Soviet Union fell excIusivtJy under Soviet control 
General MacArthur came to be the effective dictator of policy bi 
Japan, and the United States State Department the main 
influence in the politics and economics nf China. It is at first sight 
si^rising with now little protest this situation was accepted in 
Great Britain^ which has after all long and close commercial coti- 
neetjons \vith China and a deep interest in the settlement of the 
wtire problem of the Far East. It was tnuch less readily accepted 
in Austmlia, which so narrowly escaped being physically 
by the Japanese during the lecond ^Vorld War. Nor ivos it 
accepted, laye by neciasity, in the Soviet Union; but the Soviet 
leaders^ realising the importance of limiting their objectives in the 
Far East and weakened in their power to intervene by the Laie 
date of their declaration of war against Japan, made no effbeth'e 
stand against what came to be in effect exedusive United States 
control^ in that country, and even in China were sparing of help to 
the Chinese Communists. They gave way grudgingly step by step 
even in Manchuriap under the joint pressure of the Amcricaiu 
and the central Chinese Government. 

In Great Britain the situation was accepted with less protest 
than it would otherwise have been likely to arouse because, whPe 
the war against Germany lasted, ycty lirde thought was being 
given in Great Britain to the problems of the Far East. The 
Japanese war, though British statesmanship was fiilly committed 
to eceung it throughj seemed remote while the wrar in Europe 
®tul in progiras, and in particular there almost no articulate 
public opiojon in Great Britain about the future treatment of 
Japan—-though the situation of course was quite different in 
Australia as well as in the United States, 

Japan^s ^Csrpraspfri^' Sphirt 

Japa^ policy in the second ’World War and in the period of 
aggressive war against China which proccdeci it %vaj based on an 
which, for purposes of e^tiemal conmmptjonf the Japanese 
^uafiy the name of'oo-prosperity.* They were fond of speak¬ 

ing of a 'Sphere of Co-prosperity* in Asia, irithin which the major 
part of the continent was to become organiicd under Japanew 
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hcgcmoay SJ a great poliLici>-c:cc»iioiiiic bhe, bused an Asiatic 
Indcpciidciicc of tbc Europca.li powers, Tfaese powers were to be 
driven oiii from their coiodiai possc&doos over the whole of this 
vast area—the Dutch frotn IndoDcda^ the French horn Indo- 
Cbiuaj the British from Hong Kottg, Aialaya, Bummj and, in due 
course, India as wcU^ for India too figured m Japanese dreams as 
a |iart of the Japanese sphere of hegemony., China, under a puppet 
Government or Governments, wu& to become reconciled to 
pmlitical and economic subotdinadon to JapaHi and w^as to be 
broken away from cannecliaEis with European and American capi^ 
talism. The Philippines and Siam vrcrc to become assimilated. All 
these areas wtuTt^ to be dcA^elopcd economically for the supply of 
matcrLaii for the advanced industries of Japan itself, and as 
markets for Japanese products, JapanV serious deBdeitdes in 
many classes of raw materials wiere to be made up for in this way, 
and a much higher proportion of the Japanese people was to be 
found employment, either in industry at home or in the tasks of 
government or economic supervision abroad, so as to reduce the 
pressure of population on the crowded Japanese islands. At one 
time there had been a deal of talk about the need of Japan to 
find outlets for mass emigration of its surplus people, but in the 
period of rapid Japanese expansion before and durmg the second 
World War much less was beard of this* The idea with which 
Jaj^ entered the war was not mainly that of gaining loritory to 
which Japanese citizens could migrate in laigc numbers for the 
purpose cither of tilling the soil or of working in the fectories, for 
in either of these tasks the Japanese would have had to compete 
with natb^ populations accustomed to even lower standards of 
livings The mam idea was that of buUdtng up in the Far East a 
huge consolidated area within which there would be large enough 
markets, as well as sources of raw matermb^ to provide a basis lor 
a greatly expanded Japanese industrialism, and also openings for 
great numbers of administrative and technical employees who 
would take over the key posts in the Industrially more backward 
areas, aa they had done in Manchuria during the period of 
Japanese penetrudon. The poLiqi?, therefore, did imply some 
migration; hut the migranis wt!re meant to go, not as ordinary 
settlers iQ compete with the native inhabitants of the areas to 
which they moved, but as supervisors—industrialists^ merchants, 
administrators and techtiiclans—who would occupy the higher 
and bettfS'-paid posts. This was a much more rcaHsdc conception 
than the earlier notion of miHH emigratitmj for it had been shown 
clearly enough in \fanchuria that Japanese setUers vrould be 
quite unable to compete as ordinary nniducen with ChiJieK! 
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emigrants used tn lower standafds of living. The Iradcrt of the 
Japanese State realised that Japanese citizeni could settle down 
abroad only aa conquerors and organisers of exploited peoples 
more backward than Japan in the arts of production and war. 
That was partly why the Japanese problem was insoluble in terms 
of peaceful co-operation. Mere outlets for peaceful emigniLian 
would have been of no use to them, even if they could have been 
found. Where there were empty lands the cUmate was in most 
cases unsuimblc, and even where it was not they would have been 
in no position in compete economically as ordinary settlers, 
Japanese expansion^ unrcatrained by any morai scruples^ therdTore 
took the form of at tempted conquest with the pttrpose of super- 
Lmpoung a Japan™ governing and administra tive elan upon the 
conquered countries and of exploiting the peoples of the so-called 
*Co-prMpefity Sphere^ in the inicrests of Japan. This type of 
expansionism was the more dangerous because it htied m so weU 
with the mUitaristic temper of the classes which were cbichy 
dominant in japnesesndety and were in a position^ in the Last 
resort, to overnde polldcai opposition within the i^untry itself* 

Aft/rtorina md FgUUcs 

U nder the Japanese g^tem which existed up to the surrender of 
^ 945* centre of gravity had been for a long time the army^ with 

the navy taking second place. The political parties were rclati'itdy 
unimportaiit, and were easily switpt aside in times of crisis* despite 
their close links with the great industrial concerns—Mitsuij Mitsu^ 
bishi, and the rest—^which dominated Large-scale industry. In 
Japan^ indwtry and the State had long gone hand in hand. iTic 
great combines expected and received the utmost help from the 
State in expanding and in consolidating their position in world 
but in return they regarded themselves as servants of the 
Sta te—by which I mean^ not merely as servants of the Parliament 
or the pwLiticai Government, but much more as servants of the 
great m^tary machine which was in the last resort the Staleys 
controlling powder, 

Japan was, in cffecti a fully-fledged totalitarian State long 
before Germany. For a short time after the fint World War, while 
it was bdjcved that the League of Nations might become a reality 
and democratic forces might prevail in Europe, some homage was 
paid in Japan to not inns of parliamentary democracy. But the 
mood pass«l a& soon as* in Europe* the old games of power- 
pohnes were renewed^ and even bcinre Hitler had come to power 
m Germany, Japan had opened in Manchuria and China the first 
stages of the campaign for mili tary hegemony of the Far East* The 

654 


Manchunan cmia w'Ss* indeed, the firaE pbin afird obvioiis defeat 
nf the Lfagiic idea in a major conflicc; and Japan was quick to 
apply the lesson that no notice need be tafeen of the VVeatem 
Powtn.^ proftSMons of loyalty to it. 

The Japanese leaders were, of course, ^■i'cll a^ivarc that, in these 
dnyif no country can play powcr-politks on the world stage with 
Lasting success unless ii has, or can acquire, essentia] sources of 
power, such as oil, and in addition to these the economie 
raouiecs needed for building up great metal, electric^ and 
dicmical industnesp In these respects Japan is, fay nature, none 
too well equipped. Japanese coal lesourccs are not inconsiderable, 
faut they are of low quality, and a substantLd part of them, in 
Southern Saghalicfij lias now been lost by cession to the Soviet 
Union:. There is not much iron ore in the country", to serve as a 
fqundatJon for a sclf^ubsiitent steel industry^ and many of the 
fatally important nort'^ferrous metals are ckhcr absent, or present 
only in small amounts. Raiv and scmi-nianiifacturcd materiala 
have accounted for about So per centn of Japan^i total imports, as 
against about 12 per cent, for manufactures and S per cent, for 
fbodstufEs. Cotton forms the largest single item in tbb bill for 
imports; hut iron ore, pig and scrap iron, and other metats also 
figure largely, as w'cll as oil and rubber^ 

Indushy in J&pan 

Japanese industrialism has been an allair of strong contrasts. 
Side by side with huge, very modem establishments there ^ 
been a wide prevalence of very small-scale enterprisea-, still carried 
on by priniidve methods. It has been said that JapaDcsc industry 
b a mixtufc of the eighteenth and twcnlietli centuries, with the 
ninctcentb ecniury' left out. Etit the control of finance and marlcet- 
tng ha3 been much more centralised tJian production; and the 
numerous tiny enterprises have depended for their markets hugely 
on the big coroblnesi which have been by no meam confined to 
single industries, but have spread over almost the whole field, con- 
trolling banks and merchant biisineascs as well as the modern 
factories. The Mitsui combmep which controlled about a quarter 
of the total capital invested in jdinl'Stock enterprise, was pre* 
eminent in mining; the Mitsubiahi combine in engineering and 
shipbuilding; the Sumitomo in sted and nomferroua metals; the 
Yasuda in shipping and colonial expansion—and they were all 
aedvely concerned in foreign trading, and dealt not omy in their 
Ofwn pitsducts, but in those of the smaller-scalc producers who 
were under their control through their financial power* 

Exports were needed in large quantities to meet Japan^s bill for 
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iftipom, though the country provided moat orils own fbqd, excepi 
soyn bearu, which ciunc from M^churin. Colton and ^ool had 
both to be Importcdt and cotton vms the basis of Japan greatest 
export tiadcp and accounted for nearJy a fifth ortotafoeports. The 
Enaterials for myon and staple fibre* in which Japan had built up 
a great produetjoni could mainly be found at home, though some 
wood-pulp Was imponcd; and of course Japan ^vas by far the 
world's greatcat producer of raw silk. But Japanese industry as a 
wliole ^iriS heavily dependent on supplies &om abroad^ and one of 
the principal aims of the expansionist policy had been to bring 
under Japanese control territories whidi could pn>duce the 
malerials needed and reedvcJapanese products in rchim- Korea 
and Manchuria were already valuable sources of mnteiialjf as wcH 
as markets;^ for the Japanese; and Chirm was potcntidly a great 
reservoir of materials as well as an enormous market fur dicap 
consumers* gc^s. If the aims with which Japan entered the war 
hsid been achievedj the Dutch Indies would have been brought 
within the dosed circle of ^co-prospcticy* as suppliers of oil a™ 
rubber* Maia^'a^s rubber and tin, Burmaoil and rice* Indians 
cotton and pig iron would have become purchasable with 
Japanese expom without the need for other sources of fordgn 
exchange; and in due coujxe China would have been developed as 
a supplier of a wide range of mineral and other products and 
would have come to be related to the Japanese economy much ■SJ 
the Nazis aimed at turning Bas^n and Snuthem Europe into 
suppliers of the raw and semi-manufactured products nc^ed for 
German Lndiistry—and on iLmtlar unlhvmifablc terms of 
exchange* 

In a oomparatiye sense* Japan w^as not a highly industrialised 
country* In 19^0 just over half the total occupied population 
engaged lit agnculturc and fishing* and less than 20 per cent, m 
indus^" and^ mining. Transport accounted For only 3 per ciaii.; 
but distribution and commerce stood very high, at tj per oent.p 
on account of the large numbers of small shops and the extensive 
preoccupation w-jih foreign commerce* In industry* textiles 
accounted for a high proportion of total employment; and more 
Utan half the total number of industrial workera were employed 
m tiny workshops employing fewer than five workers. 

Tfef Futurt of Indnstrks 

This nieam that Japanese heavy induatry was a highly artificial 
^micturc^ dependent almost entirely on a fKv big combines and 
on the support of the State. It did not produce at all largely fur 
export, save where materiali produced by it entered into light 
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finished ^oods, luch as bicycles and sniaU metal ware. "Fhe total 
eradication of ihc bcuvy indtistriet woiiJd have very much l«s 
cflfcct on the coricUdonj of the Japanese people than that of the 
Ruhr would have on the German staiidaid of hfe^ The prindpal 
exception to this generalisatioii ja shipbuilding^ in which the 
Japanese had huilt up for themselves a very important position. In 
the years just before r 93^ Japan^S shipyards were kundiingat die 
ann ual rate of about 450^000 tons—about Uic same as Germany, 
and very much more l^an any other country except the Unit^ 
Kingdom. This Industry of cenurse depended on the hravy indus¬ 
tries for its Auppli^ of materials and components; and it under¬ 
went further mteiiaivc development aRtr 1939. The lc»s of the 
shipyards, or a severe rwtriction on their scale of operations, 
will greatly alter the conditions of Japan's economic lifc^ and 
will probably \x one of the most effective penalties that can 
be imposed with a view to prcvcniing future aggression. It will 
not prevent Japan from rentainmg in the w orld market as a large- 
scale exporter of consumers^ goo^; but it tvill effectively check 
ihc rMUmplinn of imperialistic policies of expansion based on 
maritiine power. 

ffeprived of heavy industries and of a proportioji of ka ship- 
yards, Japan would naturally turn more mtc:mi%Tly to the 
dcvtrlopiiicnt of light industry. This, which b e^ridcntly the 
inienlion of the Americansj now m virtually complete con trol cJ 
Japanese aHhlrs, is not at all to the liHng of the leaders of in* 
dustries, such as the Lancashire cotton industry and the 
Birpungham light metal trades, which fcir Japanese com¬ 
petition in the world market, particularly in colonial and other 
economically badk\vard territories^ But from the standpoint of the 
peoples of such territories it is the best thing that could happen. 
The Pwvers which arc m po^aession of colonica whose populations 
^ very poor and backward will be guilty of gross exploitation if 
uiey attempt to monopolise such markets for their own manu- 
^ctujcs, regardless of the prices charged. As Sir Haitild Butler^ 
^cn Director of the Inicruational Labour OiBcc, poiuted out in 
one of his Annual Reports, cheap Japanese bicycha have been a 
godsend to peasants in many backwiara areas* These bicycles have 
aoi been bought instead of the bicycles offered by Coventry or by 
the manufecturers in any of the more advanced countries. They 
have been bought mainly by persons much too poor to alTbrd any 
bicycles at all, uiiLess the Japanese had offered a remarkably 
^cap article. Similarly, chrap Japanese textiles have been bought 
by tnilJioiii of persons who could by no po^bility have affoided 
f-ancaihire** superior products; and the stime thing could be said 
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dfm^y othtr goods produced by the lighter jndiistrfca of Japnn. 

Ii h ^cady to the world's interest that the sldii of the Japanese 
in rn^Vi pg really ohcap ctmsuincra" goods suitable for the popula¬ 
tions ofpoesr and backward countries ihall not be wasted. Gradu¬ 
ally, no doubt* the badovard countries will loam to make far 
themselves ntany of the consumers’ goods which they need at 
present to import; bnt they cannoij for a long time to come;^ meet 
more than a friu:Uon of thdir diverse needs out csX their o^vn pro¬ 
duction. They would* indeed* merdy week their own chances of 
producing at reasonable costs if they w^erc to spread their efforts 
to set up their own manulhctures over too wide a fieldi and they 
have a right to be assured that the more advanced countries vail 
ootj in tile supposed interests of their o\%ti manufacturers^ 
exclude Japanese gooda from the colonial markets. I say 
posed intercata/^ because 1 am sure that the real interest of ihe 
more advanced countries lies in doing all that can be done to 
improve living standards in the more backward* 'I'lie hope oi 
exports for the advanced countries lies in anything that will mahe 
the poorer peoples of the world better off; and there is no doubt 
tliat the industries of Japan, given the requisite access to tlie 
wwld’s markets for light consumcfs’' goods, can make a conrider' 
abk contribution to this. Before the war, about 45 per cent. nl 
Japan^s total exports consiated of textiles^ and the rest mainly of & 
moat varied range of consumers^ goods* from bicycles and electric 
Lamps and bulbs to pottery, glass, tinned and bottled foods, and 
paper-w^are of many kinds. 


JJji *Cheap LahQur* Argii^ntnt 

It has sometimes been argued that it is fair and reasonable^ 
even apart from any punishment for war guiltp or from any 
measures necessary to prevent a resumption of Japanese aggi^_ 
rion—^to exclude Japanese ^>ods because they arc the products ol 
cheap labour. But the labour with which thi^ are made ts 
only by the standaixls of the advanced countries; it is substantiaJiy 
better paid than the labaur of most colonial peoples, or than the 
lalMnur of Indian and Chinese w^orkers* This remained true despi^ 
some fall in real vmgcs in the thirties* largely as a consequence Ot 
the widespread agricultural distress. This distress in turn w^as due 
mainly to the collapse of raw silk prices which followed on the 
depresdon in the United States. A laigc propartion of Japanese 
small ^rmers had relied on the cultivation of the silkwortn a* ® 
■ccondary source of income; and when this source almost 
appeared in the slump, there was no way of making it good* and 
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the dauglite^ and to a smaUer nttcnt the sotu, of the poor culti- 
^tora WOT forced into industry at whatever wago they could get. 
Wevcruidcaj JapajiCK mdustrial wages rcmauicd substantially 
fUgh^ tlian paid in othur Asiatic countries^ and it is an 

absurd noticn that peasants tnuch poorer iban the Japanese 
wor ers ought to be prevented from buying Japancajc goods 
because they an? products of's^veated labour*' 


[jidustry and tmperiiilui Pmtrstwn 
As against ilic desirability of allowing Japan to resume the 
Gcvdopment of the lighter industries for export, there h a plain 
necessity to cut down dmstically the heavy industries which have 
under the control oF the miUtarists and of tbe great 
wml^es mainly as ins^ments of political aggression. If Japan 
IS to ^ flowed to remain an important producer of metal goods 
must be in order that the poorer peoples of the 
world may not be deprived of supplies for which they «^n alTord 

control of both the home 
production and the import of the me cols themselves, and a strict 
umiiaticn of thcM branches of metal-vp^rking which are capable 
01 lormmg a basis for a wax economy* Japan's metal manufaetur- 
tng mdi^trics used to depend largely on imports^ including large 
Quantities of scrap mcfal &om the United States^ as well as pig 
^tidia and iron ore from China^ Kbilaya and Australiar 
Uf these countries^ Indhi is Jiiely to make rapidly increasing use 
^1 Its pig \tQfi ill its owm steel-making plants, and China and 
Australia arc bolli likely m become considerabk producers of iron 
and atech The key to tlie control of Japanese metal manufkctiire, 
to the extent to w^hich it is allowed at all, will be the regulation of 
jhc export of scrap metal from the United States^ for, without 
large supplies of scrap, Japan is very ill-placed for the building up 
Of any extensive manufacture of metals. Given this regulation, it 
should be quite po^ible to work out arrangemetiis whereby 
Japan can retnain in the world market os a producer of finished 
light metal goods without any danj^cr of the permission resulting 
the creation ofa new* war potential. There will also have to be^ 
^ a matter of course, strict rE^uIation over the import of the non- 
feiTOLu inetab, on the ^amc bnes os the controls to be established 
for this purpose in the cose of Germany^ 


Ntlaihns 

The discussion of the future of Japanese industry and of the 
Jap^esc people cannot well be carried further without bringing 
in the factor of relations with Ghiiaa, and also that of the future of 
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Japan^a dcpcndendc* on the torirnicul of Asia. The Japanese^ ^ 
the first st^e of their expanaionbi policy, soiight after the war 
with Russia in 1905 to build Korea and Kwantni^ and the 
aouthem half of the Russian bhtnd of Saghalien^ with its cod 
deposiUp into a consolidated Japanese empire. The second stage 
waa reached with the occupation of Manchuria, where the 
Japanese already held Kwantung and the South Manchurian 
Railway Zone, in 1931 j and the third with the virtual armexatioa 
of Chlna^s iMorigtii^n prtnrinccs in 1935^ A fimhcr stage was 
reached two years biter, when the Japanese occupied the whole 
of the provinces of Chahar and Hopeh and most of Suiyuan and 
Northern Shansi* Since then, of course, their armies have ranged 
far and wide over moat of China;, including the south; but the 
originaJ penetration was rather In the north, and Japaneae 
influence was moat firmly entrenched in the northern provinctB- 
The areas there conquered by the militarists were placed under 
puppet Governmeuts wholly subservient to Japan, and were helo 
down by armies of occupation instructed to ^'Uve on the 
^ as to make little call on Japan itself for supplies. In no other 
w^ay could the Japanese have afforded to follow the policy of rapid 
military and econorok expansion which the militarists were detcr- 
niined to carry through; and the subsequent extensinn of this 
same polky of "living on the land'' to the whole occupied 
became the basis of Japanese achievement in fate of the limited 
resources of the home country, 

KiffiH and AfaiKhliria 

Even after the Japanese had been dri ven out of the areas which 
they had occupied after Pearl Harbour and out of the vast icm* 
torics held fay thdr armies in China proper* there rriimmcd the 
problem of expelling them from their podtion on the mainlano 
further north. Here they had long held Korea, formerly^ an inde¬ 
pendent country, economically and politkally back\vaid, bii* 
possessing considerable natural resources, and, in addition, 
Infiucncc had been strong in Manchuria, which they 
repeatedly attempted to incorporate completely in the Japai^*^ 
economic empire^ 

In Korea a nadoiiat independent movement of a sort had coU' 
tinued in existence throughout the period of Japanese ruki 
had lost couiact w^ith developments inside the country swid 
forded no real basia lor a resumption of independence. Korea, 
in eBccti became after tlie till of Japan a disputed lerritor>' 
between the Americans and the Russia na, and was occupit^ by 
American and Russian armies which divided It across the middk 
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mto two seiiamtc xoim. Tlir impartance of Korea lies partly in 
its poMtffiion of considerable mineral wealth which Uic Japaoese 
t^d bc^n to develop. Besides a substantial output of gold anfj 
silver* it possesses tungsten* lead and coppcTi and also some coal 
and iron. Korea has a populaiion of about 25 miUionsj and laj^e 
numbers of Koreans nave in the past gone to VktJrk In Japan* 
where their readiness, to accept low wag^ provided industry with 
supplementary sources of cheap bbour and thus helped to keep 
down Japanese wage-levels. As against this migration of Koreans 
to Japan, there were in Korea in 1959 nearly 600*000 Japwese, 
mainly holding military, administrative and tra^g pemtions* 
and their escpulsion has presented a diUculc problenit as most of 
the key posts have Jong b^n in Japanese hands. Even if there had 
been no dispute about spheres of influence between the Russians 
and the -'Vnicticans, the resioraiion of Korean independence 
would have been by no means a simple matEer, in boe of Ehis 
rivalry, the dlfhcul t^ is grcaier stilL 

In comparison with Korea* Manchuria is an empty country, 
widi a population of about 40 millions spread over an area of 
500,000 square miles. The popubdon of Manchuria consists 
bigcly of immigrants* nminly from China and Korea. Thcte were 
b 1933 about 350*000 Japanese, but more than half of these were 
in the special Railway Zone; and here again moat of them 
were soldiers* admlnistratorti or traders and not agTicultura.1 
settlers or ordinary industrial workers. ]£ is oflcn said that the 
reason for Japan’s foilure effectively to coLonise Manchurin was 
^Ihnatic; but the main cause was raihcr ihe inability of Japanese 
settlers to compeEe economically with Chinese and Koreans^ 
wliosc standards are lower. 

Manchuria, despite Japanese acdviiy in the Railway Zone* ii 
still mainly undeveloped. It pOAScsscs much coai^for the most 
P^t not suitable for coking—and* thoi^gh it has no petroleum, it 
possesses shale deposits which can be very cheaply worked. It ii 
also rich in iron ore* of rather low mineral content, and situated at 
a condderahle dkt^ce from supplies of suitable cool. There is 
also some gold. But ihc main economic activity of the Man¬ 
churians is tbc production of soya beans* of which they are by far 
the world’s largest ex|iortcrs, with Japan as the principal matkei. 
Mancb Uriahs iron has been of the greatcsi iraportanoc to J'apan as 
a source of war supply; but the so^a beans of Manchuria are no 
Jess indispensable to the Japanese in peace than in war, not only 
as a foodstuff* but also as a fertiliser and as a source of materials 
for a wide range of industries* from soap to plastics and from 
pzunti to rayocu There are abo in Mandiuria vast forcit areas, 
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idU vtry little exploitive!: there b room for m^y milUoTis piorc 
icctlcr&t provided that they are prepared to work on cquaJ tenm 
VM-ith those who are already there. 

Manchuria, more than Korcap b a dbputed sphere of 

mducncCi^ The nadonaJ Chinese Covcrnraerit ofChiati^ Kai-shek 
clauns the whole area ns part of China, anti seeks to re-cstablbh In 
it full Chinese controL In this Ghian^ Kai-shek has the support of 
the Americana; and the trraty between Clilna and the 
Union recognises Chinch lovcrdgnty while granting to the 
Russians certain ^cial concessions In the Dairen pciunmla and 
in the Railway Zone. Hut the position is complicated by the 
political complexities of the Chinoc situation, for the position of 
the Chiang Kai-shek Government is disputed not only by the 
Chinoe Communists at V'enan but also by large bodies of local 
^Communiiits’ and other irregulars in Manchuria itselC The Red 
Army occupied Manchuria in the last stages of the Japanese war; 
and, in 'withdrawing slowly in ^cordance mih the terms nf their 
agreement with the Chinese Governmeiit, the Russians removed 
as much equipment as they were able to take with tliem as war 
booty, and serioiisLy dislocated Manchurian Lnduatries as a rwidt^ 
The Americans, giving full support to the Chinese National 
Government, ofajeeted itrongly to these removab, and ^ 
accused Soviet Union of giving help to the Qiinac and 
Manchtirlan Communists in resisting the reocciipation of Man¬ 
churia by the Chinese nadonal forces. Repeated attempu have 
been made to arrive at a ijettlcment under which the Coni" 
xnunists would agree to t he occupation of the country by Chiang 
Kai-shck"s forces, and \'arlous truces and cessations of hoaulitip 
have been actually arranged^ only to break down repeatedly p 
face of the continued dcaSock between the riv-al Gotwnnient* bi 
China itsclL Oti the whole, the struggle has gone in favour of the 
Americans and of Chiang Kai-xhek, but it is by no means at an 
end. The Communists have been driven out of moat of Southern 
Manchuria by Ammcan-equippcd and Amciican-irarwportc^ 
Chinese Government forces; but their hold remains strong in the 
northern part of the couna7, and the fete ofMonchiirLa is bound 
up with the general conditions of political settlement in China 
itself. ITie Soviet Union and the United States arc still actively 
dbpuling the future cotitrul of iianchitria's large and largely 
undeveloped economic posdbUitics. 

Ckirt^ 

China, with its vast tcrritciry and poptiLation, now rank* 
of&cmlly as one of the five great pow ers which hold the leadership 
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of the Uiikc!d Nalions, Its pew-eTi in the near future, to play 
effectivdy a part coiroponding to its nominal slandli^ among 
the natk>ns remains in doubt. There hA?t bcett much depute in 
fecent years about the extent of Chinanatural resources and the 
practical pouibihtlcs of their economic devdopment.. These 
resources arc still In great part uncx^plored and their quantity 
uninovvrij and tJic most various catlrantcs of them have been 
made. According to some authorities, China possesses rofficient 
materials to become in due course one of the wodd^s great indus¬ 
trial nations. According to others^ the resourcea diemselves arc 
much more limited than has been suggested and are so ilhpLaccd 
in rdation one to another and to the means of transport as to put 
^avy obstacles in the way of thdr effective use. I do not profess to 
be able to unravel thb tafigie of conilicting esdmates based on 
scanty evidence. It ts, at the least, true that China dues possess 
Tcsouices adequate for much larger economic development titan 
has at present taken place. Indeed^ the ncqumiJon of these 
resources was one of the main motives for the Japanese invasion 
of the country^ and Japan^ during the period of occupationi did 
at least aoincthitig to mobilise Chinese materiab and to fiirthcr 
the development of Chinese industry as an auxiliary to that of 
Japan. The actual accompUshinents of Japan in this field werc^ 
however, very limited, for the Japanese themselves Lacked the 
JTieana of providing China with lie capital cquipmeiit needed for 
die development of China's raw" matcriala or lor improving the 
systems of transportation in the interior of the country. Con* 
scquently^ the Japanese were able to do little more than get what 
theji^ could out of cntarprisia which bad been instituted before 
^heir arrival on the scene* and* even so* their efforts were in many 
cases hampered by the precariousness of their hold on the 
country, 

In^ effect, although the Japanese armies, bcgimiing in Man¬ 
churia in tq^]^ steadily overran the greater part of China 
province by province, the Japanese writ never ran far beyond the 
^Eual places where armed forces weir stationed in strength and 
the lines of communication which were kept under Japanese 
gtiatd. Over a large part of the area nominally oocupi^ by the 
Japanese, gucrrilia armies continued to operate betW'ccn the 
Japanese lines, and* as fast as the Japanese armies moved to new 
positions, the areas whidi they vacated were apt to sUp from their 
control. The puppet Governments which they insdtut^ in various 
parts of the country had Uttic authority* and to a considembic 
extent the invasion meant for the viUagcs niiJicr the disappear¬ 
ance of all central govcmmeni than the substitution of Japanc^ 
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ror ChiiKM ccnital aulhoriiy. To the ftiUcst extent that was 
possibJc, the Japanese were instructed to '‘Uve on the land, so m 
m maJee the smallest possible calls on supplies from Japaa 
This reacted seriously both on the peasants, whosuflered bcaviiy 
fhOTi RMuisitioning, and on the icnvn populations, who became 
the victims of larBc-scalc inflation, and the general effect was that 
of a dissolution of authority and an increase of insecurity, even 
b^qnd what the Chinese people had been used to under the 
succession of pKcarjous rd^es that had held power since the 
revolutioa of 191^^ 


TTu Kuomintung and tht Chisat Co/nmiimii! 

To the evils wrought by Japanese im-asion wert add^, 
throughout the period with which wc arc dealing, thtwe of civil 
war* The Government of Chiang Kai-shek and the Kuomintang 
has at no time held authority over the whole of those pari* 
China that have been free from Japanese occupation. Alvfliy* 
there have been rival Govenunents—formerly those of Incal war 
lords or provincial govcniots who refused to obey the orders ol 
the centre or to collect its taxes for it, and latterly those of Com* 
munisi China, fiisl in the south-east of the country, and then, 
after the historic march of the Eighth Route Army, far 
the north-west. The Kuominta^, once the party of nationalist 
revolution and the proclaimed inberitior of the celebrated tcsia- 
ment of Sun Yftt Sen, came, after the success of ibe levoluiion, 
pii-h tialionaliat particB are apt to do, mainly under the donunji" 
tion of its right wing supporters, and the tactical errors of ^ 
Soviet Union in handling the Chinese problem in the ipao s i™ 
to a complete breach between the Kuomintang and what ban 
been its own Left Wing. After the breach there arose in China a 
new kind of Coaununism, no longer doscly attached to 
but following a policy of its own, with land reform anti i®*' 
lightening of debts in the interests of the peasants as the 
features of its social policy* Against this policy of agisffian refonn 
the reactionary leaders of the Kuomintang set their fecOf ““ 
under their influence Chiatig KaJ-shek fought a vfar on two 
fronts—against the Japanese and against tlic rival Communis 
GoVOTllDCIltS in Chiim itsulf- The Chinese Commumits, for theu' 
part* fiercely refitted the JapancKp and auccccded in building wp 
an army wkLeh wai remarkably efficient in guerrilla fi^htuigi 
despite severe shartage of miiitaiy sijppljca+ By comparison+ ^ 
Lirge pari of the huge army Tiominally fighting for the NaUona 
Government showed itself utterly mcffident, partly because il t _ 
was seriausly short of modern weapons but alio because service iP 
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the armed forces oune for literally mlUiarLs of Chinese lo be the 
onlyi or At all events the caacit, way op™ of gctiizig fed in a 
country menaced with maw starvation. It is gencraEly recognised 
that one of the most urgent tasks in Chma to-day is to cut 
drasticaily the numben of men in arms; and m the negoliatiotu 
that have tepeatedly taken place bctiAcen the rival GovemmentJ 
of Chungking* and Ycnan an agreed sealing-down of tlie armed 
forces has always been one of the main points. It is, ho\ve\'cr, not 
easy to reduce armies where there Ls no work awaiting the dis¬ 
banded soldicf^p for under such conditions the disbandment of 
regular forces may easily lead to a great increase in the amount 
of sheer banditry. The vast numbers serving in the armed forces 
of llie NadonaJ Government are at any rate under some sort of 
discipline^ CTi'en if it be very lax: and disbandment might easily 
lead to wicomroUablc outbreaks of lawlessness over a lar|^ part 
of the country^ As against this, the influence of the reactionary 
Avar lords who have continued to exert great pow er inaidc Chiang's 
Coverrunent rests on their retention of large miUlary forces under 
dicir own control; and the effective disbandment of these forces 
would be a big step towards an increase in the milucnce of the 
more progressive elements inside the Kuomintang itnd of the 
smaller progressive parties which have groAvn up outside its ranks. 
It is noicwonhy that General ManhaU, who liad been cn^igcd 
for more than a year before his appointment as United btaies 
Secretary of State in endca vourlitg to arrange an accommodation 
bctwHMn the Kuomintang and the Chinese Cbmmumsts, laid, in 
his report upon his tnissionp the major part of the blame for its 
failure on the rcaciionary elements in the KuomlnUng ^vem- 
menu The Chinese militarists vtfho surrounded ChJang Kai-ahck 
were* according to his account^ altogether unwilling to allow any 
reforms that would lead to a w'l^cning of their own feudal power. 
Tills Judgment was ihe more rcmarkablei as coming from ti\c 
emissary^ of a Govcmmctit fiercely oppNOised to Clonimuiiisin and 
engagea In aiding the Kuomintang Government to defeat it with 
American munitlom, American transport* and American 
financia] aid. Moreover General Marshall* while apportioning 
to the Communists their share of blame* was surprmngly ready 
to acknowledge the exbtence of liberal tendencies among them 
and die value of dictr social achievements in the areas under their 
control. In January^ 1947, howwer, the United States Govern¬ 
ment announced that its attempt to mediate between ilie 
Kuomintang Government and the Gonunnnists had been 
definitely given up^ and that the remaming American forces were 
1 iDdvcd back m Na Rf t kin a- 
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being wiihdrawii from Chiiifsc tetxltfiry, U Jeft unccrtiiin 
whether the projected American loan to the Chinese Govemrnem 
would be gnintedj or would be hdd up pending satisfactory' 
measures of rcrorai in ihe Government's comporidoti and policy. 

Whui Huppsaid to ChiiKse Inihijijjf 

Inevitably, Chinese industry has suffered severely under the 
conditions of war and civil w^ar* The great ecnire of developed 
Chinese industry—Shanghai—fell early tinder Japanese occupa¬ 
tion. The Japanese abo got conlrol of most of the more important 
mining enterprises. TTic Chinese^ in their withcLra^vaL from the 
areas which were orvcmin^ did their best to carry away with them 
such factory and workshop equipment as it was po^ibk to jiiovc+ 
and many small-scale industries were started up again Ctr in the 
interior With the aid of plant that had been removed In ihb 
Much of this tnmsferred mdiisiry came under the control of the 
Chinese Industrial Conciperativca, which gave a remarkable 
demonstration qf the Chinese capacity for improvisation; but the 
supply of machinery^ and equipment at the dtsposal of the C 3 o- 
opcratjvra w'as very small indeed in rclatbn to the requirements 
of the areas reiminlng under Chinese control and many of the 
methods used in the factories csLabUshed in the Interior were 
ncccsKmly very primitive and incffidenl fay Western standartb 
All China, and not merely the areas under Japanese contrail 
been suffering Imm an acute shortage of every type of irwliistrial 
goods, Including text lies and other consumers* goods, as WcH ^ 
the products of the engineering and other metal-working indus' 
tries* These conditions have Icdj in the areas tinder Kuomintang 
control to an Lndaiion of prices even more fantastic than 
occurred in the areas under Japanese occupation^ and the Kuo* 
minlang Govemmem has shown itself entirely Incapable of hand- 
ling the situation. Consequently, such middle classes as exisled 
id China have been largely niincd, except where they could fi^d 
salaried jobs in the government service. Wages of 
workers, always very' low, have been sharply reduced in purchas¬ 
ing power, and the peasants have suffered heavily from reqtit" 
sltiqns to feed the town dwellers and the vast tiumben under arms- 

Th* Ameti^aru in China 

Clearly, tlterc is no remedy for tius aituatioii without a large 
Increase boUi in Chinese production and in imports from abroad* 
During the China w‘as for a long time ahnost cut off fro^ 
external supplies by the dosing of the Burma Roadt aiid such 
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supplies as did rracli the country wtre desiii»d mainly for mili- 
tary use and did Daihin^ to relieve the general shortage. When 
the Japanese forces had been liquidated help £rtim U.N.R.R.A. 
served for a time to stave off absolute collapse- but this source of 
help was due to come to an end early in 1947^ and it was clear 
that a terrible crisis would follow unless some substitute was found 
for a further period. Now that, before long^ China has to face 
its o\^ future free From the menace of Japan^ the greatest 
need Is to establish internal conditions of tranquillity and to 
accure a Government diat will be able to concentrate its attention 
on rescuing the population from its economic plight- There arCj 
however^ still powerful poUticaJ obstacles in the way of this. Since 
the Japanese collapse, the United States forcesj which shared with 
the Chinese in the tasJc of clearing the country* have been giving 
strong support to the Government of Chiing Kai-sfiek, and 
American influence has almost compktdy ousted other European 
influences on Chinese dtn^elopmeiit, except in the districts under 
Chinese Communist control. The Aiucricatii policyp in Chinn ai 
el^herc* is that of securing the hugest possible openings for 
priTOle capitalist enterprise, and Accordingly of supporting; the 
capitalist forces within the country aad insisting; on the ^^open 
door”—which is^ in pracdcei a door wide open to die Americans 
them^Ives and very nearly closed to everybody dse* The British 
are still iiutaJled at Hong Kong* whicli used to be a great centre 
of ihc *ntTfp 6 t trade between China and the outside world; but 
the trade of Hong Kong has been reduced for the time being to a 
trickle, and EritLh influence m Shanghai and in the Yangtse 
Valley has been very nearly eclipsed, TTte fate of China dearly 
depends in these cireumsiancea laigely on the Anaericans* and it is 
evident that if ^ina is to receive any substantial outside help in 
the tasks of restoring and developing its economic strength* this 
help will be bound to come mainly firom the United States, and 
therefore mainly in forms based on the assumptions of private 
capiiaJist trading. 

Ckiartg X&t-shdc ooJ lAr Commmtsis 
In Older to dear China for penetration by American traders 
and Investors, what the American Government ivants is a Chinese 
Government effectively m authori ty over the whole of China and 
strong in its handling of internal Cninese problems. The question 
has been whether this can be done by helping Chiang Km-shek 
and the Kuomintang to crush the Communists or by tryuig to 
arrange semte sort of accommodation which will bring the 
Communiat-cont rolled areas w-Jihin the ambit of a moreaeoeptablc 
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NatJonal GovfmiTirnL Ii would be» to say ihc leasi of it, vrry 
difficiJi fifTcct] vciy to pumic the first of these policies^ for 
with the aid of Amcncun arras, Chzang Kai-shek might be easily 
able in the long run to defeat the Communist armies in the 6eld^ 
tJie effect mighi only be a perpetuation of guerrilla warfare which 
would scjioiiisly hamper ceonotoic recovery. Acoordinglyt the 
Americans, whhe helping the KuominLang Gov^eninient to drive 
the Communists out of the more easily conquerable areas, dM 
also make some attempt to bring Chiiaug Kai-snek and the Chincv: 
Communists together in an endeavour to reach an accommoda¬ 
tion^ and there has been during the period since the Japanese 
collapse a whole series of negobalions, trucca and breakdownsp 
endingf as American policy became more and more and-Cfin^“ 
munist, in the Americans^ decision to throw their weight wholly 
Chlang^s side- American policy had vacillated bctwwi hih 
support of Ghiang Kai-shek and tlie attempt to induce him 
to come to terras with die Comraunists and to introduce substantial 
reforms into hU own admiiustration. CHuang Kahshek, personailyt 
would probably like to introduce some reforms, but he is 
rounded bv neaclionary influeuccs which he is afeaid to antagonisep 
and although on paper the Xuomintang Govemraent has bffS 
reformed more th^ once the underlying wAlitir^ of the situati^ 
have not becu greatly changed. It is true that a nominated 
National Convention, which the Coramunists and a number of 
the progressive groups refused to attend, adopted at the begm- 
ning of 1947 a relatively liberal new Constitution which wi^ due 
to come into operation a year later. This was done at Cblang s 
personal insistence and partly under Atncrican pressure; but 
whether the new s^'stem ^vill be allowed lo come into operation 
when the tiine arrive* has still to be seen. It is one tiling in CWn* 
to adopt a libcnTii ^paper* Constitutiont it is quite another thi^ 
to make it work if the militarists and the rich supporters of 
Kuomintang arc against it+ In the meantimei the ncgotiatiotii 
broke down largely over the demand of the Nationai 
mcnl, backed by the Amcricaiis^ that die Yenan Govern* 
ment should bring its armies under the control of Chiang 
shek, by merging them in the national forces, both Commuiw®^ 
and Kuomintang armies being at the same time draartiwl) 
cut down in n^bers. The Ck^rnraunisU did not reject th^ 
demands in principle, but insisted on conditions, about ^ 
the rctcTition by the Communist armies of their separate identity* 
about the refotrn of the central adminbtradon at Chungkingp 
about the retendon of control over areas from which tlwy 
been chEued with American help. 
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China*! Ecnn&mk Futuft 

The entire poUtkal outlcMik was altered in March^ ^&47 t 
the capture of Ycnan, the Communist capital» by ChiangY 
FotccSf and remaira uncertain as I write. Suppose that, somehow^ 
the difficulties arc overcome and China settles down+ cithcf under 
a single reformed National Government or alternatively under two 
rival Govemmentf with defined territodea and with treaty rela¬ 
tions which, for the time being at any rate^ put an end to actual 
fighting. What, in thew circumstances^, will it be possible to do 
for the development of the Gluncse economy and for the raising of 
the appallingly low standards of lidng which prevail in every part 
of the country? 

The sheer economic problems of dev^ebpinent in China are 
largely the same as those which confiunt lndia+ In one sense^ the 
difficulties are even more fbrmjdahlcp because China has no nest- 
egg of credits in London or elsewhere on which drafts can be made 
to set the process of capital inracment at wnorb On the other 
hand, the Americans art deeply concerned In the development of 
China as a market for United States productSi and have ample 
supplies of capital which they can me for the development of the 
country' if they ate so minded.. The Chinese themselves are clearly 
in no position to make any substantial contfibution to the 
development of their own resources, c:Kcept in the form of Isitour; 
and even labouTi diverted from the immediate task of providing 
for its own consumptioa, Ls bound to be dependent for its mam^ 
tenance on foreign finance. A vast territory, ^vith a population of 
perhaps 400,000,0001 for the most part lining near starvation* 
level even before the fighting, and now exhausted and enervated 
by fifteen years of war and blockade and of exploitation by 
occupying amuea living off the latidj can be in no easy posnion 
now or in the near fotiirc to set aside any part of scanty 
national income for investment at the expense of immediate con¬ 
sumption. In the more fertile areas, the population is already 
Crowded together at a very high density: where the population is 
sparse, the reason ia either that the &rtihty of the land has been 
destroyed by- continuous use or that it raimot be exploited without 
large prior expenditure. Denudation of forest areas has played a 
terrible pan in some large tracts, notably in central China, m 
rendering land arid and unusahle, and the war has now' added in 
many places Its further quota of destruction. The need for re¬ 
forestation and for other methuds of land reclajnation and 
kaprovcmeiit is immense, and calls for a vast expenditure of 
capital which can only be prodded for the most part under public 
auspices. The need for more railw'ayi and—stUl more—for better 
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road^ b not a whit I™ pradngj andj iti totaJ, the tada to be faced 
are so immenM: and formidable that nothing effectivic can be done 
except on a gmnd scale. 

Yet China, even if exaggerated estimates of its coonomic poten¬ 
tialities have ohen been made, does undoubtedly possess v€Tf 
considerable economic resources that arc capable of cGTecd^ 
development. There Ls plenty of coal, induding at any rate a fhir 
amount of good coking coal, stUi m ainl y unexplojtcd^ Iron Ore ii 
&lrly plentifid, and Includes deposits of considerably higher 
quality than those dT the Mandiurian iron fields. China has the 
Largest ouipui of tungsten in the world—indeed, more than hslf 
the total world output has come from Chinese mines^ tin» alsoi ^ 
plentifuJ, and in antimony as well as In tungsten China is the 
world’s leading producer^ Manganese used to be mined on a con¬ 
siderable scale, but the output has fallen away to very little in 
recent years, and I do not know whether the Japanese succe^cd 
In reviving it during their period of occupation. Jn toral, China's 
resources of raw materials are coiuudcrablcj but the knoivn 
resources are for the most part LU-pIaced in relation one 
another, and ihcir effective development depends on the improve¬ 
ment of transport facUitiu In areas far from the sea and as yet 
hardly openea up by rail or even by road. In Ghiruii as much ^ 
in India, stable government is a prerequisite of efTcedve econosnic 
development. It may^ however, not be necessary for the whole 
vast country to be planned economically as a single unit. Indeed, 
it LS quite po^ible to conceive of entirely separate economic pbu^ 
under separate Governments being developed for Northern and 
for Southern China- but for any plan lo be feasible, there must be, 
over the area covered by it, a strong central Government carrying 
real authority, and this Government must be in a position to cairv' 
Out die terms of any bargains it may make with other countries 
which are pctendal suppliers of the requisite capital goods and 
skilled technical supervision and advice. This means, in practice, 
that, as far as Southern China at least is concerned, any Govern- 
ment that sets out to plan for the economic development of the 
country must come to terms with the Uniicd States, and will be 
compelted to accept forms of development which arc lolcnibl]f 
satis&ctory to the Amertcans. The same conditions probably 
^PP^y_greater part of Northern China, for the Soviet 
—which is the possible alternative supplier of foreign capital and 
assistance—wiD probably not be for boihe time In a position to 
spare resources for such a purpose. For this reason, the best hope 
of sparing diina from a continuance of civil war and economic 
destitution seems to lie in a relbmiod National Government with 
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which the Chinese Gomm-unists anti the libcml elements in the 
rest of China will find it possible tq cMperate. Such a solution 
implies on the American side a wilUngness to embark on lar^- 
scale capital development^ including a high pTOporrion of invest¬ 
ment which can be made only under govcrfiment ouiipiees and 
under public controL In Cliina, iis in India, the prime need is 
much l™ to develop heavy industrica^ or minings or even higiily- 
equipped consumers* Industries adopting the most up-to-date 
VVestem methods^ than to iustitutr large public schemes for the 
improvement of the land and for the development of transport 
facilities by road and rail. These arc the fmindationi on which the 
material advancement of th e Chinese people needs to be based. It 
wili be of no advantage lo them if the mills of Shanghai are again 
set going at full speed, or if there is large development of mining 
enterprise for the supply of raw materials for expert. Their 
auprmie need h an improvement in the basic conditions of agri¬ 
cultural production^ ond^ side by side with this, a development of 
consumcT^'^ tndustries manu&icturing goOfis for the local market^ 
not necessarily by those methods which Western efficiency engi¬ 
neers would deem the best, but rather by those which dome easiest 
ID hand and can be most easily fitted in to the c^ebting structure of 
the CHiincse village community. To mge thb b not to undcr\^lue 
ihc Importance, in the long nm^ of the development both of heavy 
industries and of more advanced methods of producing con¬ 
sumers^ gooeb. Tliese things should come in due course, but* for 
some time to come, all the cxtcmial capital that China b Hkcly 
to be able to command will be needed for the lundamentaJ 
tasks of improving agricultural production and means of 
transport. 

The trouble,, of course, is that if foreign investment m China 
continues to be dominated» os such investment has been in the 
past, by die desires of foreign financial agencies Ln search of 
matcriab for their own industries and of the highest possible 
profits, events are likely lo take a totally diffcreni course. China 
can be dev^doped as a marl^et for American industries only if the 
standards of living in the coimpy can be raised, and it is there¬ 
fore in accordance with the interests of American capiialbEi 
generally, although not of the particular groups most interested in 
forei^ investment, to cnatak the Chinese to improve their basic 
conditions of production rather than to concenpTite actentioit on 
the dc^'elopmcnt of heavy industries or of highly mechanised 
factories producing largely for export. The quertion is whether 
the Americans will see thb, and whether, even if the American 
Govcmmeiu does see it, the vested interests will not neverthdess 
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get their way^ id the detriment both of .4inerican expoitm and— 
what is tnudi mote scriotu—of the Chinw people, 

JUust Chifia St^ 

Huinaiay, the case is clear enouRh, Gar why ihoald China 
rcniairi pcxtr even if its natural rcaouroes prove to be much less 
abundant than was widely supposed not long ago? KtinwJcdite 
shmild know no frontiers: there are resourecs enotigb^ with the aid 
of knoivlcdge, to lift the people within a measurable future out of 
the cx^me poverty in w'hich most of them now exist. It is not as 
U the Chin« were a primitive people, at the tribal stage oFsome 
Astatic and many African countries. They are a people of high 
cuJturcp vinlli a large tNiuc^ned clas, and a high CsTOacity for team- 
mg anyuung they set their minds to leam. Jio one, I supptrse, can 
doubt their Opacity, as individuals, to master the arts of modem 
production 11 they so desire and are given halfa chance. Of course. 
UiB 15 not the whole story; for the vuJues of Chinese culture come 
at many pomts into sharp conflict with the values of modem 
mdustrs^ socicptt and, to chat extent, the existence of Chinese 
cultw a not a help but an obstacle to the adoption of Western 
methods of ^vancc. But i, at any rate. End it impcasible to 
beii^ that d«p poverty, with its rmavoidable atxompanimeiit 

1 1-hc^th, high in^ni morali ty, and perpetual injeccuriiy in the 
tattle with nature, is anything but an evil; or that there is no way 
of nmoncjlrng the pursuit of material wealth on the basis of 
modern applied saeijce with the mainccnancc of the sense of 
^mmum ty and of communal imlucs which is an essential part of 

egood Lfe. hat I am sure of is that this recontiliatioti can be 
actawed only where it is the work of the people rhcmsdvcs, 
malung their own new social structure and not having it imposed 
on them from outside by strangcia whose iijtcitai in them is, at 
the worst, merely predatory and, at the best, benevolent in a 
sopenor aiid iJi a mainly derogatory faiihirin. 

loTgf- artd Smaii-saik Industij in China 

. t»cjwcvcr^ the Ghincac people ^ to raaJct over their ovm 
Civilisation, 50 aa to dev^clop a new ctiltuie impromated wiih the 
scieziM of the West^ the job h bound to be hard, and success 
rcJattvcly slow, even with die help of capital gooiis and adviBcrs 
^ I c^uticrics svhich arc ecoaonucaJly more advanced^ 
>a y as htcle as India cati China a aiidden leap in 

gnomic ^hjcj^cnt comparable vinth the leap made by the 
soviet Umon. Tlie most notable successes of the Chinese Com- 
m uniats have been in Improving the conditions of land tenure—lO 


reducing rents and getting rid of IocaI indebtedness and of the 
exactions of war lords and petty olfitjaLa—rather than in attempt¬ 
ing to change the area under their control into the scinbi.iiioe of a 
modern industrial society^ It may be retorted, quite truly, that to 
attempt this latter task has been wholly beyond ihtir power, 
isolated as they have been and devoid of the means of constructing 
anything in the nature of a modem productive establishment* But 
1 doubt if this kolation iuis been the only obstaeJe. The mttch 
lauded achievements of the Chinese Industrial Co-opera th« have 
also been rather in the field of small-scale and technically piimi* 
live production than m the adoption of modem scientific tech-^ 
niques. Here again it may be answered that there has been no 
chance for them to achieve, or eten to attempt^ anything else; but 
once more the retort is that tJie first line aTailvaDCf: for China is to 
be found much more in Improving agriculturai conditions and in 
developing smaJJ-staJe local Lnduatrica than in i^rdducing over a 
vast area the mills of Shanghai, To suggest this is not to dispute 
the need for the development of large-soale industries organised 
under a general cconomk plan: it is only to raise the question 
whether, in all the circumstances, the pace of such a transforma¬ 
tion can be at all rapid, or its ibnndatiuiis assured, unless the 
ground is made smoother lor it by oomprcbcnsiv'C land reform and 
rural road-making^^ and also by the widespread development of 
industries organist, from the Western standpoint, on somewhat 
prinutivc lines. The economics of highly mechanised production 
imply in genc:^ a situation in ^vhidi capital is easy to come by 
and labour relatively scarce, llicre are, of course, some enter¬ 
prises in which nothing can be done except on a large scale and 
with the aid of very expensn’c capital cquipmciU^ectrie power 
stadnns, railway's, and most kinds of mining and metai manu- 
factUTCj for example—and up to a point such enterprises are 
indispetisable as a basis for economic advance. Bui the same is 
not true of the great textile factories of Shanghai, which can no 
doubi produce yam at lower cosii than simpler mstallatiom. 
where the question is one of profit to the but can 

achieve littEc in improving the living conditions of the mass of the 
people, Vilicn popular welfare is the object, much greater benefits 
may be derh^dp in view of the plenty' of labour, from a diffuaion 
of small industrial emerpriscs, preferably Ckxipciative In organi¬ 
sation, in pro^ondal centres and country districts; for such smaU 
w'orkshops may sIFoid a standard of li^'ingj meagre from tlic 
standpoint of the dwcdler in large towns, bul well above that ofthc 
peasant househokU fiom which the labour can be dra%m without 
anv diminution in the volume of agriculloral production! and 
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wilh much better hope of getting the goods that are produccil 
into the consuram" hands with a mimmiim of middlcmcji's 
chajgcs. It is TnisJeading to mrastue the output of such dtspf^d 
factories by ordmory commercial calculations of costs;; and costs 
Could be comidembiy Fcduccd by concentrating capital expendi¬ 
ture on the expansion of cheap clin^tric powtnr. Moreover, the 
small workshop involves much Ics ofa breach mth the established 
ways of livingi much less concentration of population in vast, 
overcrowded cities^ and much less destruction of the comtnunal 
basis of family hfe^ 

Even if this is the way of development to be mainly followed by 
Chinese industry in the immediate future^ there will be need of 
big imports of capital goods for the improvement of transport 
conditions, the installation of electric power, and the institution of 
more advanced agricultural techniques. Faced with these reqiiirc- 
ments, Cluna cannot afford, in the near future, to devote much 
caplml to laige-^scalc factory production; and there is great need 
of an economic plan designikl to direct such foreign capital as can 
be made a%allable into those uses in which ii can be made best in 
tctvt the en tire body of consumers rather ihan cither the profit of 
investors unconcerned with popular welfare or the interests of 
other countries aiming at maJcitig the Chinese economy the 
sen^ant of their own industrialists. 

Note: In March, 1947^ a Conference on Asian Relations sum- 
mooed by the new Cangress Government of India {but boycotted 
by the Modem Lea^e) decided to set up a permanent Asian 
Relations Oiganisation and to summon a further Conference to 
meet in China in 1949. Tliii C-onfercnce,. attended hy Nationa^t 
delegates from a large number of Asiatic countries, including 
the Asia lie Soviet Republics belonging to the U.S.S.R., as well 
aS| many others, China, Mongolia, the Philippines, Persia, Vict* 
Nam and Indonesia, is quite independent of the Far Easiem 
Organisation set up by U.N\0. (see p. ]<i44)« It seeks to represent 
the Nationalist forces of Asia as a whole, and no t only of the Far 
East, and is an atccmipt by the Indian leaders to place themselves 
at the head of an Asian Regionalist mo^'enient based on inde¬ 
pendence of EuTiDpean controh It is too soon tO attempt any 
aMEinent of Its prospects 
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CHAPTER IX 


DEVELOPMENT IN COLONIAL AREAS 

The word *QOi^o^v* haa its meaning. It used to 

mean on in which settlers from a pjother^ountry had made 
their homes and set up a eommunity of theii' own, remaining in 
poIiticaJ alleginDCe to the CDuntry from which they bad set forth. 

Brittah North American colomea were ^colonies' In this senjCp 
until they broke away to form the United States; and so were the 
colonics of Australia and New Zealand^ und] they became selT- 
goveming Ooniinions. But to-day the word 'colony^ usually means 
a territory annexed by an advanced country, but inhabited 
mamly by "natives* at a low standard of living and civilisation. 
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wth otUy a sprinkling of white pwoplc, some of them sct^ri, but 
mostly engaged m various kinds of adniijiistration or m the ^nec- 
tion bdusuia] and trading concerns controlled from ouUide the 
colony. Indeed, many of the ‘colonies’ of to-day arc m^cstly 
unfitted for white Kltlement on any considerable scale, cilficr lor 
reasons of climatfi or brcaiise ^vhitc men couJd not hope to live 
side by side with the native mhabitantA at an economic standard 
which vfould make (heir settlement ^rth while. 

Of course, there were native inhabitants m the colonies ol tne 
older sort-colonics that were really settleroenls of emi^ts from 
the mother-country. In moat case^ these native i^bit^ts got 
short shriA, The North American Indians, the Austr^iM ab* 
oriaincs, and other native peoples have bMii tie^jy wiped out, 
Tlie early settleis had very Uttle noiioo of any nghu worthy of 
respect as belonging to 'nativa' who ^ neither ^r 

Cl^iani of any brand. They took what land they wanted to 
Binkc their own scttlcimcnts, and went on tak^ iMre as they 
wanted more—either ivithout any recognition of nafivc nghts or, 
where some formal recognttiQn was given, by methi^ which were 
fuUv as effective as stark foice in cjcui^guishi^ these rights, in 
most cases, private ownership of land was unknown smong the 

belonaed to the native chieCf and pcisuaded or forced them, m 
retnri Jbr ludicrously inadequate compensatiiM sn^ « a Ifcw 
trade goods or bottles of raw spint, to sign the ^bal lands away. 
The seldom had any clear idea of what they were doing— 

for the very notion of private owmership ^ land wm »tifatnilwr to 
them-but the white man’s law, imposed with white man i 
tile, upheld and upholds to thh day the Icgahty of thesc^^indlit^ 
trariJtions: and in many pms of the colonial empire of the 
pUms the native inhabitants are nc^ crowded into 
which are quite inadequate for their support and 
con^t largely of the worst lands or those mwt infested with 
Jre%d^i and diseases. Native culuvalionm many ai^ is 
STof thrmoving’ type: a patch of laud is cle^, 
afew seasons, and then allowed to revert to jungle until ite fer- 
^Ty has been restored, the cultivator movmg on lucanw^ to 
-iTi^cr tsatchn No account twi iisimJty hum taken of type of 
SriSdtiS in determining the amount of land to be left ^ naiiw 
tS^with the result that the natives have often been driven to 
raart to continuous eultivatinn of the some patch of ground ^ 
the natives know nothing of scientific rniaiion of ciora ot oiLct 
Sv-anced agricultund methods, and would have great difEculty in 
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SS5 ^ ^ ^ ccntinuous culdva- 

or c^auation of the soil, and the creation 

United States. Trees and undcimwth are cut 
do^ and^no! replaced: the soil grows dry and ^twy^nd wind 
^ 2itlement.^v^ largJ 

bringing about improved tUbge ot 

SSS Jfd ™re ^ field that it u tuning 

reore and more of the land, where (he evil is wont from forest not 
mto productive country but into sheer dt^ ' 

Cohniis and AftiuraJ Rtiourets 

of white -colonisation; in the modem sense, 

Iw t!r colonies the white men do not want a great deal of 

?Mn? H where native or imposed 

colSnL .'*^*‘**« supervision. In »ine 

tinder the land ' *°T mincraj wealth Uiat lies 

■‘!!‘ 5 "“t.‘‘™ ‘-"”t "y ^ S>^i>e small p«-i orihe solal ImJ 

RrWsk^'ir™ ^ ta^ple, in temtorics attached hitherto to the 

Rhodesia theenW Lmhc, the copper mines of Northern 
tli^^ ’ ■ mines of the Gold Coast, and 

in Guinea, are outstanding instances, tliough 

MaJaZmbfalr^nr™^ *"1.^ phintatbn oi^eas-lr 

hanoc^ h tint ^ o^mplc. In such mining areas what usually 
coupes is ^ htought in from the advanced 

SilSridon ifUS^' ^*bour under the 

tedmicians and «v highly paid white overseen 

prod^cSs ‘be value of the 

the mvcBtintf r«i abroad, to shareholders and directors in 

'^bite officials and worlten 
Jjv^ on pensions, to the families of serving white cmDiovrcs and 

were^S^“PP^ *«“ Northern Rhodesht 
of total esoaria coiMtitutcd nearly 90 per cent, 

dr^n unporn^ about half this, iSvC a net 

i_T Wulltona Out oT this vety doot countrv Tlii^ 

Pjte rfNora.=™ iu,odc^,vi!nil»” r7JSf„“ta 

'vaa abMt-*^,io*(>o?A ^mrlten in the copper nunei 

filling medc 

878^ y tiie three leading copper-imnuig companies; and 


nc^irly 3 mtUioni of this was paid out in cxirrent dividends. The 
British Treasury got about £500,000 in taxes—apart ftom taxes 
levied in the colony itself. Tliis is doubtless an extreme case; but in 
its general features it represents correctly the extraordinary nature 
of the economics of mining enterprise in colonial icrriioncs. Liter¬ 
ally^ the sbairholders and while employees of the [runing com¬ 
panies arc having Africa dug up by native labour and carried 
away to enrich, not the African peoples, but themseLves. 

The StruggU ff3T OU 

Oil production is^ of course^ a form of mining enlerprisc—and 
the very centre of the world struggle between rh-a] groups for the 
right to exploit ncMurccs locatcdin the less developed countries. 
The British and ihc Dutch have been foremost hitherto in the 
development of the oil resources of Asia and one of the principal 
prizes of Japan in the "^Vorld War was the CAptnro of the oil wcLU 
of Burma and the Dutch Indies—^which, incidentaliy, had for 
many >'car3 been supplying the od needed for Japanese predatory 
warfare against Chma, Now Americana, fearing the exhaustion 
of their vast nati^-e oil resources, or al least mcir Inability to 
supply the European market from American squrceS| arc hotly 
in the race for ou and have obtained, in Saudi Arabia, vast con¬ 
cessions over what may prove to be the greatest olifidd in the 
world. Not content with this, the American companies have 
compelled the Biitish-owmed Anzlo-lmman Oil Company, in 
whi^ the British Government holds share, 10 sell to them a large 
part of the output of the South Persian oil wells, to be relink 
under American auspitxs and for American prohL British consent 
10 this deal is no doubt due largely to the fact that It will bring in 
much-needed dollars; but it will also have the effect of binding 
British and American commerdal tnterests deMcly together in 
the Mediterranean, and of making PalestLne more than ever im¬ 
portant to capitalism as the outlet for Middle Eastern oil to the 
M^iterrancan Sea. To this question T shall come back: for the 
moment 1 acn coucemed only to show that oil plays a brge part 
in the politics of colonial mining exploitation AvhCTevcr ii is founds 

Pimtati^n Agriculluri 

Plantation agricuJLitres such as the rubber planting of Malaj-a, 
reproduces many of the same features as mining—the exploitation 
of cheap labour and the removal of a large part of the proerrds 
for spending out of the country. But the cxtra-temtorial chanicter 
of the process of production usually takes a less extreme form, 
because there is in moat cases some natUt! or non-Eurupcan 
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pfoducdcTn ttdc by side with that which ia carried on in the foreign* 
owned plantadonsH The native pToduocrtj however, where Uic>" 
are competitor? of the white planter? or pbntatidn companies, 
^ve usually to work under severe r«trktions impoied to suit ihc 
interest of their white competitor?^ The successive rubber 
*ratiiction schemes^ have been opemted in the interesti of the 
foreign capita] ernbarked in the plantations and have oRen bomr 
hard on the native growers. Moreover, rhe plantation systepi 
requim cither extensive Ltninigratian of labour or a regular 
supply of native wage-worker?, whoi must be induced by hook or 
by c^k to take service away from their native villages. One 
formidable engine for such recruitment ia the hut or poll tax, 
which compels the native communitin to find considerable sums 
in actual cash. As native production Ls largely subsistence produce 
don, carried on without the use of money, these atinis cannot be 
found unless some of the villagers go where they can cam cash 
incomes. Tax pobey can thus be used as a meam of virtually com- 
pulsory recruitment of wage-labour^ even where direct compul-^ 
idon has been disallowed. In other cases, sheer pm^erty is enou^ 
to drh'e natives out of the over-populated reserves to seek the 
means of livi^ by wagc^labour; and in yet others there is whole¬ 
sale importation of cheap labour from densely populated countries 
or coionica to areas where supplies cannot easily be found near a: 
band. The extreme example of this is MalayOp where less than 
one-fiflh of the present population is native Malayan, whereas 
the Chinese comprise two-fiRhs of the total and the Indians about 
ont-?e^nEh. The Europeans are of course^ here as elsci.vhere, an 
insignificauE; froedon of the whole. 
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Eurofvitn aitd PofHdalicns 

Jiid«dp [Jiroughout the colonisJ empires of the European 
co^tnes^ EiuDpe^ns form only a tiny element in the total popti:- 
ation. In Kenyg^ regarded aa a ierritor>' peculiarly suitable* 
Ixrcai^ of its Highlanclsj for white jsetdcmentj ihe EupDpean 
population numben under 30,000, or considerably Jess than one 
m a hundred- Asiatic aettlers, niiml>ering about 4^^000* and 
Ara^^ about 17*^300, form further non-Afnean eJejnents in tlte 
totaL In Northern Rhodesia* the 13,000 Europeans art Just o^tr 
^ population' whereas in Tanganyika, Ugandsti 

and the Gold Coait, the proportion of Europeans is under one in 
a t housandj or even much less. Sierra Ecofit had in 1039 at most 
450 Europeans to about 2 ttdlJion Africana. Nigeria had at 
most 2,000 as agaiMi 20 millions; the Gold Coast under J.ooo* 
out of nearly 4 millions. In Asia* the xituadon dilfers only in that 
popuJations are much more miated, and include high proportions 
of Indians and Chinese. Malaya as a whole has about 30,000 
LurQpcansp out of a bout 5^ milljon inhabitants. Ceylon has about 
the same total number. The 'colonics" are 
uidced far away from the conception of a ^colony" as a setdemenl 
ol cmigrantfi from a mother^ountry. Even Soul hem Rhodesia* 
Vi ere the while settlers have secured "^scirgoveniment^—which 
ffic^ m fiict the nght to go\em the country without regmd w 
native interests—has only 70^000 European inhabitants* out of a 
total populabon of nearly a million and a half—that h, Iras thflo 
5 per cent. 

Tfu Ijind Qtiestiorj 


I am not ol course suggesting that it b necessarily a good thing 
Tor a colony to have a large white popubtion. Far from it. The 
point l am making is that these dtiy minorities of white settlers, 
or rather onJy a proportion of themp have monopolised an 
enormous proportion of the cultirable land area in those region* 
w i^ are deemed* in theory* to be suitable for white settlement. 
In oouthem Rhodesia, for examplej 74,000 square mUes have 
■ settlement* and only 67,000 square miks 

m ail IcA available for A^ans, including an *unaa^gned area' of 
19*000 squs^ miles which is open lo Africans only under con¬ 
ations of individual otyncrdiip on the European modcL fn 
million acres of potentially usable hmd, 
hz.\T been assigned for European settlers—at prescut 
m^benng i^dcr 30,000—wherras the 34 million naih-es are IcR 
with an assignment of 30,800*000 acres. The acreage actually 
cullreatcd fay Europeans is under a tenth of what has been 
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and before the vw k waa much Jcaa—hardly moitr tfiail 
a twentieth. In Northern Rhodcaia there art vaat artju of 
unoccupied Grown land? but ihc native rwciveap including 
Bapotacland, whidi is reserved by treaty aa a whole, cover only 
70*000,000 acret out of a total acreage of 165,000,000, Nor is this 
the whole of iht story; for In general the areas allotted to 
Euiopcam are the brstp and much of the land asdgntd to the 
natives ii either pcM>r sod, (acting in water, or p«c-riddea; and 
usually nothing is done to improve its quaUiy, or even to prevent 
furtlier deterioradon. In many parts of Africa reserved for native 
occupation, the tsetse fly is stiU being allowed to spread without 
check. 


Thi GM Coast 

The position is of course different in areas which for climatic 
reasons are not regarded as potccubi fields for European settle^ 
ment or for the development of 'plantation economy/ In such 
areas, the natives are left in poss^on of the land, except where 
Europeans want it for the ejcploitation of rainends; and native 
cultivation is ^coumged^ especially for export crops. The African 
colony in w'hich the native population has much the highest 
Standard of living is the Gold Coast, with its great dependence on 
cocoa. The cultivation of cocoa has manffesUy raised native 
standards of living in the Cold Coast very greatly, and has pro¬ 
vided the foimdation for substantial social ns well as economic 
progress. Tlie cultivatktn of die crop on small nadve holdings, as 
a^inst European plantation^ means that a much higher propor¬ 
tion of the income created is retained in the colony^ and accrues 
to the native inhabitants, than where mines or rubber or tea 
plantations form the basis of the economy. This remams true even 
if the native cultivators have to sell their ofopa. under disad¬ 
vantageous conditiotu to foreigti merchant concemsp such as the 
United Aftica Company. Rcploitation by a merchant company is 
gready preferable to exploitadon by foreign mining concerns or 
by European planter^. Bui the relative prosperity of the Gold 
Coast carries with it very considerable disadvantages, of which 
the leaden of native opinion arc well aware. The dependence on 
a single export crop, which has to be sold in the world market* 
exposes the Gold Coast producers to the extreme vagaries of 
intemationaJ prices for primary commodities, and this m^ans 
that the relative ttability of native conditions is replaced by 
enormous fluctuations in income arising from causes wholly out¬ 
side the natives" control and unconnected with the vagaries of 
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naiure. Moreover, tie race to realise cash by tic sale of tie export 
crop leads to misuse of the soil aad exhaustion of iu fertility, with 
a ccnucqucnt destruction of the real capital on which the 
prosperity of the people depends. Finally, the new economy of thp 
Gold Coast, which has practically alxuidoned other forms of agri¬ 
culture in order to get rich on cocoa, is highly prccarioiis. If for 
anv nason cocoa p^ucUon were to become uneeotiomic, cither 
through a change in European demand or on account of a 
development of competitive production ebewhere, the entire ba^ 
of agriculture in the Gold Coast would be destroyed, and sheer 
misery for the people would ensue. 

It is generally recognised as uodesirable for a country to depcod 
exclusively or ev en largely on the sale of a aiiigle product* as the 
Gold Coast depends on cocoa and—much more—Northern 
Rhodesia on copper. This is most undesirable erf all^ when the 
product in qucsiion is liable to very wide fluctuations in demand 
or price. In the Gold Coast, the value of cocoa exports shrant 
from r 11,700,000 in 19*7 1° ^ 934 ., ‘or n.^ly 

the same quantity of produce. During the penod of high pnecs, 
native ptwucen borrowed octensiveTy in order to increase the 
of cultivation: this left them with heavy interest burdens to 
meet—usually at cxtortiotialc rates charged by moneylenders— 
when prices fell catastrophically. A little progress has been made 
wi th Co-opeTative credit supply and Co-operative marketing; but 
Co-operatioQ sttll covers only a day pan of the field. Yet, even in 
&CC of these handicaps, the Gold Coast native culdvaior u wel 
off in comparison with those of other colonics; and the general 
situadon of the Gold Coast populadon is immensely preferable, 
economically as well as politically, to that of colonics more la^y 
dotoinated oy white mining or planting companies, or by a 
handful of white settlers dependent on the exploitation of native 
labour for their precarious hold on their superior standards of 

^'to be sure, the Gold Coast has its mining concerns, as well as its 
cocoa. It is a considerable producer of gold and of manganese, 
and also of diaintmds. In 1941, under the influence of ^ con¬ 
ditions, gold exports were valued at £6,830,000. as against only 
£4000.000 for cocoa. Manganese accounted for another £i 
&on, and diamonds for £6ag.ooo, whereas older ^rt 
trade in palm oil. kcniels and kola nuts had pracbcally dis¬ 

appeared. The war situation, however, wm abnon^, owing to 
the rtstriedon on cocoa exports and the high premium on gold. 
In 1056, which gives a fairer balance, cocoa exports were valued 
at £7,660,000 and gold exports at iuit over £s milhoos. 






Malika 


In such a country as Malaya the Bituation has been radically 
diff rwyjf. There TubbcT entirely dominates the agricultural slruc- 
tiLTc. In 1936 rubber exports Vr'cie valued at over ^^35 millions, 
tin coming next, at ^16,500,000. Here, as we have seen, both 
Tninra ami plantations are worked mainly by Imported labour, as 
the Malayans do not lake kindly to ^-a^c-cmploymcnt and it h^ 
been easy to bring in Indians and Chinese^ The Chinese mum- 
grants also lar^y dominale the internal trade of Malaya^ and 
are absorbing a grossing proportion of the national wcaldn T^c 
developed areas of Malaya are, indeed, ttMJay neither iiativc 
Malayan nor predominantly white men's areas: they arc—or were 
prior to the Japanese occupation—to a rapidly increasing extent 
Chinese. Here are the hgures showing the distribution of popula¬ 
tion in the various parts as betw^ecn the four main groups; out it 
should be noted that those who are here described as ‘Malayans' 
indude many of kindred race who have come into ihc country 
from other areasp such as the Dutch Indies. 


or BamiH Mailaya 


(TlboiMtu) 


Ewvfimm CkUm Tti^ 
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There are obviously peculiar difficulties in considering the 
economic future of a country which has been filled up in this way^ 
not bv while settlers, but by people of other races either braught 
in to labour for the whites or attracted by the economic dev'clop* 
menu initiated with white mcn*s capital and largely under white 
control. The Indians In Malaya have iaduded a large clement of 
migratocy workm, who have returned m due course to India and 
have been replaced by others; but the Chinese have been largely 
permanent scttlerSp and already outnuiuber the native population 
and the immigrants of kindred stock combined. We shkh have 
later to consider the political aspects of this tangle of racjcs—the 
meaning of sclf-detcnminatron or independence in such a country, 
and the methods of combining the discordant eluents into any* 
thing that can he railed a commuiuty^- but we are concerned for the 
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moment only with cconomics-which present diffc^iics wugh. 
The more hLlaya is dcsvcloped by European capit^ and 
enterprise, the lew is it the Malayans' country; and it f 
(hat the Malayans v.xjiild not m fact develop it if the other 

capitalists be able to use its great economic rewurees save with 
the aid of Chinese or Indian labour. 
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TV Oattook for Rubber . „ r .1. • *i.- 

To add to the dilBculty of ptanmng fw the fiiti^, Acre n 
uncertainty of Ac outlook for rubber. In twg tlw Dutch East 
;SdS^rSuced almost as much rubber as Malaya, and Ae two 
Arras between Acm accounted for threc-<lUt^ers of the world 
outout There had, however, beta a vei^rapid grovrth of output 
SZ small beffinnings. in Indo-China, T^aiM and ^ 

th^ was c^ly no reason why, m Ac absence of concei^ 
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t^UrfcEion^ planlaticiini m iiic« attaA jJiould not be devdoped 
rpuch furtlicr. BcLwctn 1^9 and 1939 shipments from MaUya 
fell by over 80,000 mcuic tons, whcieas shipments from the 
Dutch Indies rose by 1^0,000, and from Indo-Ciiina, Thailand 
and Borneo by 1 lOiOOO, In 19^9 ^Bese thccc areas produced less 
thian 4 per cent, of the vtorld output; by 19^39' were producing 
14 per cent. As against this, the production of'wild* rubber in 
Africa and Latin Ammca, ybich was more tlian half the world 
total of ^9131 into instgnlficaDCe in the 1 jiao's and underwent 
only a small revival in the 1930^3, 

Even if there were no quesLion of compel itinn from syntfictic 
rubber, the outlook lor MaJiiya w-ould be uncertain in face of the 
grow ing activity In other areas. But, of courscj there has been a 
very great extension oj s%Tiihetic preduction during^ the waTi 
wp«taUy in the United States and Germany, as wefi as in the 
feviei Unionj and considerable progress h^ been made in 
improving the quality, so as to produca: substitiJites which stand up 
wttef to hard Biid are adapFable to a wider variety of uses, 
nithetlo, s^thetic rubber has been conaiderably more costly 
than naiuf^rub^r; and the prospects of the areas which grow 
mainly on future costs in relation to 
quality, but wiU aim be aAceted by the poiky of count ties wbicli 
liav« deycJnped lyiiLbetk rubber induirtiies in prolecling ihcm 
^mmt imports of natural rubber. Tlie United States, with in 
huge consumntioi^ is here the key factor. If the natural rubber 
producers and their Govcrnincnts attempt, as they did under the 
mttr-war rtstricEion schemes, to hold up prices by limiting 
wppb^, the result will be a deterTninatJon on the part of the 
United Slat« to maintain its synthetic rubber industry at a high 
level; and, ^ilwt happens, Maiaya wiii be the area most directly 
immc^rely afTccted. "Were the Malayfui industry to decline, 
there would be a sharp fall in the population of Malaya, with 
many fewer Indians and Chmae able to find worh in the country. 


7m 

If rubber culdi^tion were seriously to decline in Ivlala^'a, the 
country s economic future would depend upon tin, in de&uEt of a 

SmrUvT “f economy. In 1939 Malaya was the 

world s leading producer of tin ore, with an output of ‘14,000 
metric tons out of a world total of t 0 o,ooo. In 1940, under stress 
oTw^en^nd, output rose to 87,000 tons, out o^ world total of 
240,00a T in, like nibbcT, is a commodity for which dcniatid 
fliKtuatcs very widely in periods of prosperity and depression: and 
pnee dianges have hitherto been very grealt. Malay’s prindpal 
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Exdudii}^ itxEiuificd u w«ll u fynthctk rubber. mifpui d* nclaimed 

rubber in U^JV. wM 13^^000 mehic tant ui ^ml, 9 i 3 ,cm In i<^, aisd 
About fl5P,ooo in if>4l+ The S^ict Uniem produced About ^o^two tnetru: fora 
of syntuetic rubber in Aod Cenuui^ Abmii aoyoDO tuctrk: Vy m . 'Vht 

produced 19,000 metric tom m t^i« 

rivals are the Dutch Indies and Bolivia^ but up to the tv'ar the 
Malayan mines had hckl their own, though their otitput flue* 
tuated even more widely than that of other areas. In this mdustiy, 
as m robber, the labour b mainly imported^ and the mines Vi’ouJd 
be unable to carry on without the aid of labour brought in Gom 
abroad. Obviously, if the leading countries of the world follow 
policies of full empZoytnent, there will be a brisk demand for both 
tin and rubber^ provided that th^ are offered at reasonahb 
prices^ unless the United States decides to carry the protection of 
the synthetic rubber industry to quite extraordinary lengths. But 
the position of Malaya in the world market, even if the demand 
for its main products is bigh^ depends on the political future of the 
country. If its population of imported Chinese and Indian 
workers were to be withdmvm, it seems unlikely that the 

^ Ted tadutlii anly. 
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□Iso some control over oJtivation of landj so as to prevent tlic 
exhaustion of soD fertility; but luch control can be applied only 
where the supplies of good land are adequate to the needs of the 
natives. The native cultLvatoii» are not drstraylng their own land 
voluntarily^ or of their own folly. The dcatructiun occuo where 
the traditional methods of culttvation arc made impossible 
because there is no fresh land to which the cultivator can movci 
or because he is compelled by the immediate pressure of debt to 
produce the largest posable cash crops, regardless of the future. 

T7^ Fttiurt of Mining in Coloninl Armi 

The conditions of mining in native temlorics raise quite speaal 
problems. In many cases vast areas have been ahenated to foreign 
mining companies in return for ludicrously small payments to 
native chiefr, who ha^e been induced to part with what belonged 
tn essence not to them but to their tribes. Tlic powers thus 
acquired by the foreign mining concerns are open to so much 
abuse that nothing can justify their continuance. The profits of 
mining go mainly to enrich not the natives but the fomgn oumirra 
t Tea niDfielu ckoly. 




and th« white manager^ and of!ici3]s whn act for them on the spot, 
tn many cases even the labour ts largely imported, and the w^es 
paid have been largely drained away out of the country. Where 
bacinvard countries possw important mineral resources^ develop¬ 
ment ought not lo be prevented^ but It ought to be so organised as 
to deal Ihifly by the natis-ca and not to drain the country's 
resources away without effective paytuenE. Tliis mcaiis that all 
mining in colonial areas ought to be earned on, not for private 
prohCp but by public corpomdons or stmila r bodies subject to 
government scrutiny and contmlt using capital borrowed at low 
rates of interest (or even given or loaned free of interest). It means 
fiirther that the recruitment of labour for the mines and the con- 
ditSoni of employment in them ought to be made subject lo 
stringent government regulation, and that steps ought to be taken 
ivherevcr possible to train natives to undertime skilled work and 
to occupy fnamgerial and supervisory posts^ so as to get rid as 
soon as may be of the system whereby the nadve workers are in 
effect hardly better than slav» or sera a^piqitcd under the regi¬ 
mentation of white overseers. 

In this connection great importance attaches to the British 
Government’s statement on Colonial Mining Policy issued in 
November, 1946. This statement reoommend^ that in all future 
sale or alienation of public lands mincruL rights should be re¬ 
served by the Government, and that Colonial Goveinments 
should be prepared, where neCESsary, themadvea to underlie 
mining operations. It further rocmmmendtd that the rc-aoquisi- 
tion of mineral rights already alienated should be considered, hut 
did not make any comprehemive recomincndadon on this paint, 
or deal with die portion of mining on lands in pnvate ownership 
under titles not do'ivcd &om the alienation of public lands. 


Th^ Futtiri ^ the FlanJafims 

Plantation economy stands in need of similar regi^Uon, The 
white planter or planting company cacploiting coloiml Sands for 
maximum profit is not a pleasant specimen of the genus Economic 
man,* whether he finds his labour within the colony or has to 
bring St in from other backward areas. It would be greatly nrofer- 
able for such plaiitadons to be superseded by native holdings, 
where necessary on a communal or co-operative basis, and for 
imported wagC'labour to be dispensed with altogether. Until this 
becomes practicable, the bringing in of labour &om outside and 
the recruitment of labour from native villages inside the colony 
should both be made subject to stringent control Poll taxes, hut 


Laic«, and similar impc»tj Avluch in eficct invalve compulsory 
rcornitmcnt should be done awa.y with: pressure upon the natives 
to wage-labour by restricting the good land available for 

native cultivation should be removed^ In Midaya, and perhapES in 
some other areas where the problem is at its woratj tlie pUintationi 
should^be talten over directly by the Gcn'emmcnt and worked, like 
the mlneSj by public corporations, subject to full scrutiny and 
controh No doubt, Ep^cial diflkultiei arise where, ai in Johore, for 
cjtajnplei the plantation economy has been allowed to grow up in 
what is nominally an autonomous native State, not under direct 
British rule. There is, however, no valid reason why a progressive 
Government in Great Britain, or in any other imperial country, 
should respect the claims of native rulcra to powers whkh have in 
many cases been deliberately thrust upon their predecessors by 
the imperial countries in order to make them instruments of 
‘indirect rule/ It wculd be intolerable if democraUe Governments 
found themselves in (he portion of upholding the claims of nat ive 
rulers to act against their peoples" ivelfare—above all if the 
support given to the mdvc rulers were in a cloak for defend* 
ing the interests of white planters and conccasionairea. Imperialists 
have show n m the past uo hesitation in disposing of native rulers 
who have been a nuisance to them; and progressive Go^'cmmcnts 
m the countries which have built up empires on a quesUonablt 
basis cannot afford to aUcRv the Vighta’ of native mfers to stand In 
die way of dr^tie reforms desired by the leaders of opimoti 
among the native peoples. 

Capiiai Daxiopfmnt 

Capi^ MfU] have to be made available for colonial development 
on conditions very difierent from those which have held good 
Mtherto. This problem has two main anjccts—that of capital 
mveitmcnt in mitiing, plantaiioni, and other forms of what has 
bttn hitherto private enterprise, and capital investment through 
the bu%et under the auspice* of a colomal Government. The two 
may of counc run together where a Government directly under¬ 
takes extended economic fimetton*; but it i* simplest for the 
moment, to consider them apart. Take first the traditional spheres 
or government eoonodme aetlvity—tramport; other public udJi- 
tie^ includmg sanitation and water supply; forest cotuervatJon 
devdopment; laud rcclufiuition, draiiugc and irrigation, and 
me war on jiaect pcsta; taxation, inclu^g customs policy I 
monetary regulation; and the control ornuuketing. indudm? the 
cncouragcmcni of Cooperative enterprije. 


Th^ Transport Ff^hUm 

Colonial GovcmmcnLS in the past \mvc ?pent relatively mncb 
too miich on railwayis, which have involved huge interest burdcDs 
and liAvc often failed to pay thrii^ much too little on 

mads. In some cases they have also spent much too much on 
harbours designed primarily to assist white traders and mining or 
plantnijan concernL It is true that much of the expenditure on 
railw^iys was before the motor age, and that raiUvays then seemed 
the only practicable way of opening up die interior* But the con- 
centmtion on railways outlasted the railway age; and road- 
mahlng rernains terribly behindhand^ though with the advent of 
the motor-czar and the lorr>^—to say nothing of the cheap bicycle 
—the balance of advantage has shifted greatJy in favour of mad- 
buUdingi except where it is a questioa of moving large quantities 
of minerals from the inland mines; and m such cases die cost of 
the railv\Tiy ought to be debited mainly to the mining concerns. 
Roads have the further great advantage over railways that they 
do not involve heavy iffiportatioii of expensive capital goods f^tn 
abroad. They can built maiidy by local labour, under sMHed 
supervision, and w'ilh native materials. The making of them there¬ 
fore involves much less in the way of foreign loans, and of sub¬ 
sequent burdens for interest and sinking fund* This does not mean 
that roads can be built without cost; but most of the money spent 
on them will circulate locally, within the colony, oxating a 
demand for other local goods. Provision can fhererorc be made by 
internal Joans, without calling upon foreign money markets for 
more than a stitoll part of what is required* In eFfectf such 
expenditure can be lar;^ly self-financing, in the same way as 
money con be created in more advanc^ countries to finance 
policies of 'fiilJ employment.* Extensive road^buildlng projects 
ought to be carried out during the next few years throughout the 
colonial empim, and them should be no question of holding tip 
such projects—as they are said in some cases to have been held 
up in the past—^for fear of their adverse effect on raUivay revenues. 
It would be a thoroughly sound stroke to make the colonies a 
present of their railways hoc of all overseas iutcrest charges, or in 
other words for the hotne countries to take over the inicrest 
burdens involved in cxisdng raUway systems in the less advanced 
colonial areas. 

Road development should mean the bulidJng not merely of a 
lew trunk roads serving areas of wliite settlement or tradc^ but also 
of branch roods opening up the mterior and making it poisdble for 
the native populations from any part of the colony to ^r ihdr 
produce more easily to market. This would havx an immense 
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effect on the economic po^bUilits ornatKx a^cuJturt* It wouJd 
enable the peasant producers to divemfy their crop wicl would 
offer them a gre^t inducement to adopt improved sigricultunil 
metbi^. The rewd, even more than the raiJ^y, can be a gicai 
civiLuing povi'erj and with much leas compensatory dUadvantage^ 
because it ia J«a catastrophic in its mhuence and can «pre^ it* 
bcnchts more gently over much larger areas. 

iMnd ImpTowmgni 

With road-bEulding must go Jauii-unprovemeni—the ratora- 
don of denuded and devastate areas, the urigatiou oflancla short 
of water^ ^e dmlnagc of bogged land,, the preservadon and scien¬ 
tific exploitation of forests, the war against the tsetse fly and other 
tropical pc^. The breeds of cattle must be improved, as thqf 
cannot be in areas where thtAc pests prevail. If these tas.ks are to 
be undertaken on die required scale, they must be tackled 
cheaply. Large staffs of (arm and forest advisers, supm^r^ and 
forenieji and engincci^ \^Til be needed r and k will be impossihlc 
to afford to pay more than a of them at the rates which 
Europeans demand as oompensadon for residing in backiiS'aitl and 
in many eases unhealthy countries. Accordingly, nadve Africans 
must ht trained to occupy most of the superior posts, partly by 
abro;^ but lately by the establishment of msdiutions 
for higher techmeal training in the colonies themsciveS'. 11 is a m is- 
fortune that in the past native education, partly because ii was 
started tai]^cly uodcr mUsiono^ auspices and partly as ndlccttPg 
a defect in the stnicturc of British cducatioii itself, has stressed the 
cultural far beyond the technical, instead of putting a balanced 
emphasts cm both. Lawyers and clerks have been pnxluced iii 
relatively lai^ge numbers, but not en^necra or even skilled crafu^ 
men, with tlic con3ci)ucnce that engineering work has b«rn miiHe 
unduly costly by the need for employing laige white supervisory 
staffe at very high rales of pay. The rates may not have been too 
high—for smaller payments would probably have tailed to secure 
the supply—but ^cy have been bu^ensome, aod liavc seriously 
held back development over a large part of the rivtn T .;al 

Co^ptration »'» Cdimial Anas 

Cb^p^tion, in varying farms appropiate to the local con¬ 
ations, should receive everywhere the Jiillest encouragement. Its 
loims wUl range from the village credit soedety, designee] to i^cuc 
the etutivator from the grip of the moneylender and Dom the 
neci^ty of selling his crop prematurely under unlavournblc 
tnorlcet conditions, to the village store for purchases of consumers' 
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goods. Bctwceti these csLiitimES lid die eodre mngc of type* deal¬ 
ing iivilh Cooperative pimdiiisc of liirni rcoiiisitcs, from Kcds and 
rertilhcr* to agricidtuia] tuacliinery^ vdtii CcHDperadve use of 
niachincSt sucb as tiaetoi^ and wih Co-operative marketing of 
prexiuce, ithcr through spcctalbcd agencies handling only a 
single product or ibroi^h mote general sockties tradl^ in any* 
thing their mcnibci^ produce* In suitable there will be room 

as wdl for Co-operative Societies for common ctiJdvadon, on the 
model of die Soviet collective ,&rms* 

In moat colonicBj the Government expressea a general sympathy 
for Co-operadon, at any rate in agriculture^ and in a very few 
cases special offtcialn have been appointed to supervise and 
encourage the development of Co-operadvc methods. There are, 
however, vety dimculues in the way of a widespread adoptkm 

of these methods. If they are made too obviou^y part of the 
government madiiRery and are subjected to strict government 
control, ho<rtiHty is aroused^ or at any rate enthudnim is not 
evoked; whereas, if they arc left to grow of theraselvcf, with the 
Government merely pennitung them, progress is apt to be very 
iloWp and to be limited to small lecdqns of the peopl^ not iiKlud- 
ing thcBC whet ate most m need ofhdp* llie CoHaperadve Sbeiedes 
may then easily come to consist only of the better-off cultivaiCKrSj 
and may dose their ranks against the poorer, who can be helped 
only at greanar risk and respond le*a readily to the buxini^ app^ 
of O>operadon. Again, if the Govemmeni is generous in placing 
credit at the disposal of the Cooperaton, there may be leu 
caution and CrugdUty in the mamigcment of the societies than if 
they have to struggle to make their limiir-H resources go as far as 
possible^ There is, no doubt, a middle wny; but it ii not easy to 
find. Nor is it a simple matier m disopver what forms of Co¬ 
operative enterprise arc; Likely best lo meet the tieedi of each 
particular backward community. 

Fermi of Cihoptraiitii Orgaimaiwn 

Credit b ob^dousLy a miuter of vital importance. It involves the 
existence of some sort of bank w hich ts prepared to oaaltt: advanM 
to tJie local CoHppcratOTS, usually on the strength of their joint 
guarantee^ This can be done by an ordinary bank j but it is usually 
preferable for the Government to set up a spKcial insdtution for 
advancing credit on easy tenns to small local C&-opcrathi*t: Credit 
Sooedcs based on mutual guarantees, and for the actual giants of 
credit to be accompanied by skilled advice about the use to be made 
of the inoney. ^Fhls advice can best be given, wl^res^erpcasible, twt 
by the Government, but by the agents of a central CoKJpcMtive 
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body lo wWdi ibe Coytrament niakes clieap loam for re-lendins 
to \ht lociJ cnedu socielics, which will in turn them on to 
their members. But it may tae nccasar^-. in die carUcr stn™, for 
the Gover^ent itself to act as adviser and to adminisierlliiectly 
tbe central agency, untd such time as the movement has struct 
firm enough roou to be able lo create and rtm dcmocratLcally a 
central agency of its own, ^ 

It is ft pint how Far the supply of credit ought to be 

oimniicd IpaJiy through Kparaie societies, existing side by side 
wiUi Jocil bodies ofoiher types. Them!, much to be 

in many backward area,, for tile all-purposes local sodetv, 
which can act as a c^it agency, a purchasing agency for fartii 
requisite^ a mtrketmg agency for local produ4, a con- 

Om'of suth Iradmg m ordinary consumers' suppliw. 

Out of such a general soaety separate agencies for the various 
purpeps may b«ome diflereiitiated at a later stitge; or it may 

agency m a particular case—for example, where some one 
ps^uct of vital importance is covered hy a special marketing 

auspice and the cJS^ratom need a 
S ^ m the scheme. Gold Gaaii cocoa 

mght well be one ej^pfo of such a need. \S'hat, however, is 
pl^ IS that It ts not likely to be pmeUcable in backward 
to oi^an^ at t^ outttt a number of parallel Co-operative 
S«icpQ uch desired to serve a particular purpose and that the 
spmt of Co-operation is much more likely to b^^’ckJy diffused, 

arganiBation built up, if a beginning is 
P^ses ^ ^etia lo which prSaUy the 
whole village cm bdong. There is much to be Jeartu in these fields 
from the^ti^ expenence of Cooperation in Ireland in the early 
^ety Agrieuhurai OrgaLitJoJ 

S^dS! ^ Eastern and Southern l^pc and 

wh*!!™i^ ^ importance 

ST?eri‘.dt"irr^iir*^ producing S^ely for^lxporti 
bouid fo^^Sl practi^Jy 

^ncics antj, wlierevct whi te pUmten am competing with native 


produccm, aiiy preffrcucc, open pr coficeaJcd, given lo the 

white interests. In alL such schemes a place should be left for the 
active partidpadon of native Co-opeialivc agencies» which mayj 
indeed^ in due coiirse grow atroag enpugh to take the whole Uusi* 
ncs5 of export nmrkcLing into their ovm hands. Similarly ^ purchas* 
ing sipdedeSj livitlt a central agency able to buy freely in the world 
market p could be used to bn^ the monopoly of foreign importing 
hrms^ and should receive the fullest encouragement in doing so 
from the cpIoniaJ Governments. 

Co-<iptratm CuttwQiim 

Hovv lar it is Likely to be possible to go in the iUrcctlon of actual 
Co-operative culm-ation dependj mainly do the future of‘planta¬ 
tion economy* In the tntolcal areas. Where the plantations haw 
been run with native Jaboiir drawn iioni within the colony in 
which they are situatedp, it should be possible^ tis native education 
and self-government advanocp. for Lhem to be taken over by native 
Co-operative Societies, aided by cheap loans, and converted into 
collective (arms. The position is much more awkward where, as in 
Malaya, the forcign*owncd pLmintiQns have been run mainly 
with imported labour of cliffcrcnt race and Jar^Tge. The 
imported Indian labour could no doubt be fairly easily dispensed 
with by stoppage of recruitment; but the Chinese labour Is of a 
difTcrent order because the Chinese mostly camc^ not as tem¬ 
porary settlers meaning to return borne after a few years, but as 
permanent colonists. Indeed^ as we ha^'c seen^ in Nialaya they 
aciually outnumber the Malayan population, and there is a eon- 
siderabie class of Chinese plantation o^vners as avcII as of 
laboiircrsj and a tendency for llie Chinese to oust the BriUsIi as 
the Jeadm of Malayan business enterprise. Here the Chinese 
could no doubt convert the pLintationa on which they work into 
Chinch Co-operative Societies^ but thb would leave unsolved die 
problem of their future relation to the Malayans. The Chinese, 
however* arc much too numerous lo be driven out; and it seems 
that somehow they and the Malayans vvill have to find a basis, on 
which they can agree to settle down and run the country and its 
i^nomy in a sort of partnership. The search for such a basis has 
been at die back of die nc^iiatiotis w^hich followed* in 1946-7* 
upon the extraordinarily ill-adristd attempt of the Coloniid 
Office to force its own plan orMalayaxi Union upon the doiinory 
without any attempt to secure the approval of the peoples con- 
cemed. 1 do not underestimate die dilficultieSf which are of the 
same order as those which exist in Palestine between Jews and 
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Arabs; but 1 do not wirii to diacuu them rtinher hen:, ai thc>' 
would take nte too Car away from ihe limued scope of thb chapter, 

Miidug and Proastii^ oj JValuw fffjv/ w /f 

Aa for nulling enterpriae in the eolonica, it ought pJaitily to be 
organised as a public concern, 'Fhe foreign inning companies 
ought to be boiwht out, and the colonial Govemmeata, acting 
through Public Corporations subject to their control, ought to 
bTCome responaiblc for the entire business of exploiting the 
mineral wealth and of ensuring that the native peoples get a 
rouaro deal. It remains to consider the separate qutadon of the 
development of industries other than mining, 'rhii has two aspects 
—the processing of local materials for export, and the develop- 
ment of imnufoctures designed to meet some of the dcman(&. 
imtual and potential, of the home coroumets. On the first point, 
the pubhc acquisition of the minea and the establishment of 
pubbe control over the marketing oftsiport crops should carry 
with them measures to develop processing on the root, in tmder W 
give the colonies more valuable exports to exchan^for necessary 
imports ai^ to enable them to sdl their producti better Biadcd 
and packed, and thus to be In a position to offer premiums to local 
producOT fW the supply of goods Compirfog satisfactory 
^cd^. This would react most favouitibly on native standards 
of estivation and of preparation of goods for the market. It 
would, no doubt, strongiy opposed by fordgn merchant 
micrests; but « wdl any measuro designed to g^e the natives 
greater control over their own economic affairs. 

of J^atint Induittia 

The development of native industries for the manufacture of 
wmui^ go^ a dificTent set of problems. In special 
cases, u may be dcnmble to aUmv a foreign firm to come into the 
^ony and set up a foctory for making some kind of product that 

*=q)cnsivc machinery 

and highly skilled saentific supervision. But it is in general much 
morc unport^t to encoiiro^ natiw industries, even where their 
scale IS bound to be relatively smaU and there methods are likely 

P^tivc. The most economic units 
and methods of produrtion are not the same for an advanced 
society m which capital is plentiful and labour relatively txpen- 
Bvo and for a ba^waid society which has plenty of labour^t 
ti« nearly enough command of capital to go roimd. What ha* 
l^n wd in previous cimpters about the conditions of successful 
mdtiitnalisaUoQ m backward Europe and in IndU aS CWna 
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appU^ wi th even greater force, Thecoidiu^ peDplc^ wiU need 

for Aatac tlsnti to eqinc tqi nuerve the prthcccds of thmr nport 
trade a& Elt as posaibk for paying for unpdrts of capLial gmeis. 
They can do this onJy to the cjciolt to w^hich they can bmd up 
indus tries of their ovm for meeting more of their constimei^’ needs* 
There is no reason why they should not make at home such tilings 
as soapi processed fnodstu^, cheap textiles^ boots other 
clothing, furtutuire and wo^work generally, leather goods, 
pottery, and a host of other things which can be manuractured 
economically on a fairly snuill scale. TTiis could be done partly by 
a revival of traditional cmfES^ which have in many cases siifTered 
under the impact of fpieign influences^ but it should come mainly 
in the form of s:mal1 factor^' and w^orkshop production^ based on 
simple modem machinery and on the use of cheap electric power. 

Under the existing conditions in the colonies, such a growth of 
induAtrics implies a development of native capitalism; for it would 
be icnpracUcable to propose that more than a fav td the foctories 
couJd as yet be co-opcradvcly organised. It would therefore be 
necessary to insbe &om the outset on strict regulation of the con- 
ditions of anploymcnt. Without this, there tvould gto^v up, as has 
happened in both China and India as weU as in colonial Eniniiog 
enterprises, a terribie exploitation of native wage-labour for 
beyond what occurred in Great Britain and other countries under 
die impact of the Industrial Revolution, Native foctory labour is 
bound to be cheap labouTi by the standards of advanced countries* 
The wages ore bound to be low, tf only because at the start the 
cfEciency of production is bound to be low. But that is no reason 
why the of labour should be bad; indeed, the better the 

conditions, the more rapidly is the efficiency of production likely 
to rise- Accordinglys there must be stringent factory regufotions, 
govemii^ the hours of labour and the conditions of sanitation, 
lightings ventilation snd safety; and theire must be the fulfesc 
freedom for the workers to form Trade Unions and to engage in 
collective bargaining without being aixused of ^subversive 
activities.^ 

The capital needed for this growth of native industries should 
be derived from intemal sources^ and not from foreign loans, 
which should be reserved for the major economic projects to be 
developed under govemmeut auspices* The Government^ through 
its State Bank^or I assume nationalisation of essential banking 
enterprise in die colonics—should be prepared to aid with 
uicdium-tOTn as well as short-term cnpital ^vanCfis, and cven^ 
when necessary, with some long-^tenn capital* But there should 
not be brought into existence in connection with this type of 
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indiutrial devdopment any new d^ of forc^n bondholdcn 
entitled to draw tribute. 

CoofniHUHt of CapiUd 

The pCHiliDn is ncccssjirily difTcrent in reUttton to the major 
projects of development to be sponsored by the colonial Gow:m- 
mcnts. For these projects foreign loans will be unavoidable, if the 
whale pace is not to be stowed do^vn to a crawL Hen:, then, the 
vital CiCTon aisj, first, the amounts which the British Government^ 
is prep^d and able to devote to Gite grants in aid of colonial 
economic development, and secondly, the rates of inieiest at 
ivhich colonial Governments am to be enabled to borrow in the 
London marlcct. 

The ColonuU Development Acts 

The principle of free grants of capital for colonial dcs'elopment 
has been accepted airily, A banning was made with the 
Coionial Dcvelopmetil Act of 1940, under which a grant of £5 
millions a year for ten years was made available, subject to the 
condition tliat any part of the money aot jpeni within the year for 
ivhich it was voted should revert to the Treasury, This proviso was 
in practice fatal; and very little of the raotiey provided for in the 
Act was actually spent. The Act of 1944, however, has.gone much 
furtlier. It provides for a total grant of £120 millions spread over 
ten years, with a maximum of ^£17 miliiotis for any one >car and 
power to carry over to sub^uent years sums not spent up to the 
maximum. Even £^17 millions is, of course, a very si^l sum to 
spread over the vast colonkl territories that are entitled to share 
in it. But at any rate a big advance has been made; and the 
colonial Governments can now plan in the knowledge that only a 
part of what they spend on capital development will involve them 
in additional interest burdens payable outside the colony. Since 
1944 a number of colonial Govemmenls have been busy prepar¬ 
ing plajts, to be financed partly out of the grants under the Act 
and partly out of loans; but, as Ihr as I know, the only plan so far 
published® is for Nigeria, and even this docs not include the 
sectinns dealing with agrit^tnre and forestry, which are bound to 
occupy a key position in the plan as a whole, 'flic Gold Coast also 
published a Development Plan in 1944; but this was under the 
old Act, and now needs to be considerably expanded and 
revised. 

® And, oTCOIHK, otlier Goveremetiti in eoJoniil arew » nd w their contro]. 

"December, 1946, 
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Thi Jk^'igifian Dt^^iopmnt Plm 

Tlic plan of the Nigerian GovernnietJl, a* liir as il ij a^'aiLable^ 
is sprr^ oi.Tr the sbctcen yem from 1945 to i960, but Is marked 
out in detail only up to 1955+ total cost^ excluding agiiculitirc 
and forestry, comes to nearly £^q millions. The largest items are 
for building [^9 millions} p medical services (£8 mUIions), roads 
(£7 milliomjj urban and rural water sti^ily (cadi £5 mU- 
lioiis}i and hydro-electricity (£1,800,000), Mucatiun gets ouly 
£1,688^000 for the next ten years, with a him of more to come 
after 1955; and the balance is made up of £900,000 for tele- 
cumttiumcations and £400,000 for extra wrsdnnel lo administer 
the scheme- The Nigerian Govemmctit plans to draw as heavily 
as possible on the Colomal Development Fund for financing the 
earlier stages of the plan, and to raise most of the money for ihc 
later stages by way of foreign Loans. 

£4.0 millionsj S|>tcad over the population of Nigeria^ 13 roughly 
£2 a head’—not an extravagant sum to spend over 15 or j6 years^ 
even if we add to it something substanda] for agriculiure. But 
even £40 millions, if the whole mm had to be rawd at interest, 
would involve a ver^' heavy burden on Nigerian public finances, 
fn 1944 the exisiing public debt of Nigeria stood at nearly £25 
millions, and total public revenue was about £rT millions, as 
against only about £5 mlllkins before the war. In 1939 total 
exporU amounted to about £14 millions, as against imports of 
£8,6oOjOOO, Nigeria, like sonic other colonics, has been able under 
war conditions to achievT a substantial budget surplus^ but the 
future depends on the prices which Nigerian products—chiefly 
tea, cocoai ground-nuts, palm kernels, and pahn oU—are able to 
command in the world market. It b. no light matter to embark on 
pohcica which mean a large growth of external debt, unless the 
capital can be borrowed on exceptionally favourable terms. Yet 
plainly without borrowing there is do w'ay in which rapid 
economic development can be secured, unless Great Britain is 
prepared to make gifts to the colonies on a greatly extended scalcp 
And it is a question whether Great Britain, confronted with the 
huge sierling debts accumtdated during dv? and with the 
prospect pf an adverse balance of paympnts^ can afford to do this, 
at any rate unless the gifts are to be spre^ over a long period, 
and are to take the form; of actual deliveries, free of ch^Ltgt f of 
British-made capital gexxis- 

Other Bnpires 

Throughout this chapter, 1 have written tn lerms of British 
colonics, rather than of colonies in general* partly because I know 
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much more about the British cdIdiucs than about othcf deptitident 
CEnpireSj and pivtly because ihc wider the treatment the broader 
tltc generalisationi ivere bound to become. 1 cannot, however, 
leave the subject tritbout at least a glance at some of these other 
empires. 

lo 1933 the dependencies of the British Empire, excluding 
India’s 380 millions but including all other noiiTselfgoivertung 
telliitoncs and mandated areas, had an aggregate population of 
nearly 90 miliioiis. Next came the Dutch and French empires, 
each with about 70 millions. The Japanese Empire is harder to 
dcliniit: including Manchukuo but excluding other occupied 
areas in China, it extended in 1939 over about 65 million persons. 
By compariaon other empires were quite small. The Utiited States 
bad nearly ao million subjects, mainly in the Pliilippines, to whom 
full independence had been promised almost at onte.t The 
Belgians had about 14 millions, mainly in the Congo; the 
Portuguese nearly tij millions, mostlv in Aftka; the fulmns, 
including Ethiopia, recently seized by force, fewer than g millions, 
and the Spaniards about 1 millioit. niese were the only consider¬ 
able empires tnduding detached dependencies, as distinct from 
such ‘empires' as those oT China and the Soviet Union, coostiting 
of wH bbclB of territory subject to a common political system 
and devoid of subject peoples, though not of racial and li nguistic 
difTcrcnca within thek &nuticn. 

TTie Dukh Indies 

Of aU these other empires, much the richest wa* that of the 
Dutch in the East Indies, Dutch Indonesia stretches from south of 
Malaya almost to Australia. It has an area of 733,000 square 
miles and a p^ulation oftdmnt 70 millions, of whom tw o-thirds 
are in Java, There are—or were In 1939—nearly a quarter of 
a mUUon persons who were classified as Europeans among the 
inhabitanti of the Dutch colonics—many more than in the 
^tuh territorfes near by. Most of them, nearly zoo,ooa, were 
m Java; and they formed a privileged community, gmemed by 
Dutch law. In tlte main, they were ollidajs or business men 
engaged in commerce or in supervisory positions in the oil 
mdustry or in a few other industries under European manage¬ 
ment. Tht^ were also in Indonesia about 1,030,000 Chinese, and 
a substantial number of Arabs, mainly engaged in trade. Thc« is 
thus a tnixturc of faces not unlike that of Mala ya, except that the 
natives, who are mainly Malayans, preponderate greatly in 
aunihen. Jav-a, which is much more densely populated and more 
I Ii Guae inw force, si any mce ncoiinslly, io 
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intcEuivcly developed than the other iibnds, rivab Maiaya in the 
production of mbocr nod and is also » considcraljk producer 
^ tea, coffer, tobacco^ svgar^ copra, essential oik^jcppcr* and of 
course c^uinine., of v^hich it U the tnain sourtc, Tqcio arc inany 
plantations, under both European and Chinese m^nership; but 
most of the land Ls tilled by native producersH 
Before the Japanese cecupatiotij a onnsidcrabLe part of the 
Dutch ealonial empire in Asia vas under various ibrms of indirtet 
ndc* There were local nad%e rulcn*, recognised by the Dutch 
odminbtration^ in the less develop^ auras of Java, as well as of 
the other iiiondst Artd Dutclii Bntish and American companies, 
for plautitig os well os for mining, held Jorge concessions &t>m 
these rtikrs* Nearly half Sumatra was hdd on lease by a single 
Dutch company, with a conression auihoHjiiig jt to uadertahe 
vast works of develppmcni and economic exploitation. Sumatra, 
however, is v^ dnidy populated—unlike Java, where there is no 
room for foreign concessions on anything like the same scale. The 
vast difference in popuLoumess between the islands of the Dutch 
Empire in the East Indies con be seen fttnn the following Sgiues^ 
token from the Gemus of J930* 
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It wUJ he seen that more than two-thirds ofthc lotad popidation 
of Dutch Indonesia are coficenlniTtxl In Java, whidi is pcoplE^d 
many timoi ai densely os India and oiote densely than the most 
populous Eurqpoan countrka, such os England ami Belgium. 
Moreover, numhcri have been risi^ very hut. In 1939 the popti- 
laiign of JavTi and Madura was eaitmaied at 47,700,000, and mat 
of the NetherUndi Indies os a whok at 69435. Java 

alone exceed* 5o,cwo,ooo, and the esitke area has prahabJy at 
least 73,000,000 miLahiiams, 
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Dutch govcrruncnt uf ih«c extensive coLoimi pemtioDj^ which 
were a large ftounx: of proht to the Dutch in Europe^ ha* alwayi 
been based on autocracy* conibined w^th at comldcrabte element 
of indirect rule, espccinJly in the tew advanced arsia* E^cudve 
authority ha* been vested in a Go\'eraor-GcncraJ appointed by 
and respomiblc to the home Govcmnient, aided by iin Advimry 
Coundf without executive power* TTie Counejlt ^ ^ 

Govcmor^Gcncral,. has been nominated by the Queeti of the 
Netherlands, on the advice of the home Govemnient. Since igtfl 
there has been in addition a VMsT^d^ partly elected by local 
gmemraent bodies and paniy norainaictl* but ihisi btidy i<p 
began aa a puidy advisory oouticil, though it was granted certain 
limited powers of legiiLaiion under die levised Gorutitution of 
T9^. FoUnwing upon thU refarni, Ja™ and Madura were divided 
into Phmnccs, further suindivided into Kt^sLdenctes, under 
o^icials appointed by the Government; luid a umiJar tyslem of 
Rcddendet has existed in the other islandi. The sut^rdinaCc 
officiaU has-c been mostly nalivn; but the responsihle positions 
have been held by Dutchmeni sippojnted and nai chosen by any 
sort of dcction. 

The pre-war V&lksr^idid indiKlcd feprtscnlatives of the various 
ract^ groups, but die system of representation was heavily 
weighti^ on the side of ihc Eiirppeam, The term Xuroptan' has* 
howcvcfi not the same meaning in die Dutch as in die British 
colonics in Asia. The Dutch settlers have intermarried to a eon* 
stdcrable extent with the MaJayani, and have for the most piart 
lemaincd permanently in the country instead of reluming home 
Eifter “mating their pile,” The descendants of such mtx^ mar¬ 
riages between Dutch mm and natb’C women hatve enjoyed all 
the privilcgci of Europeans, and reg:^ theroiielvi^ as Europeans, 
Umi b hugely vdiy the Dutch Indies appear to have so much 
larger a popiuaUun of European* than the colonies of Great 
Britain and Fmnec. This very mixture of stochi* however, creates 
a special problem in &cc of the rise of a national movement in 
Indoivcsia; for the ‘Eiirtipestiii^ cling widi the gtraier tenacity to 
their privileges because their roou arc in Indonesia, and not in 
Europe^ and they have no real European homeland to which 
they can terum. 

mat flapfumd in Jdos 

ITirC Europeans in the Dutch Indies numbered in r^i^aboat 
2EiO,ow* and there were in addition about $,500^000 Ghincsc, 
who constitute a rurihcf problem in view of the growth of 
nation^t sentiment. Up to 1941 this sendment was not strong, 
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cjtctfpi anuing a limited clna* of'inteUcctuals* in the urban centred 
of Java, It had little hold in the otlier idancU, and even in Java 
appeiurcd to passes little support outside the big towns. National^ 
ism still appears to be relatively undct'clopcd outside Java; but in 
Java the effect of the Japanese occupation has undoubtedly been 
very great. The Japanese expeUed the European adminlslratan 
and interned the greater part of the European population; and 
they handed over administrative functions to nadvet of the island, 
under Japanese military control in matters of policy. Many of the 
nationalists accepted office under the Japanese, and on this 
ground have been denounced by the Europeans and by the Dutch 
Government as ‘collaborators/ This was the basis of the Dutch 
refusal, kept up for a loi^ time, to have any dealings with Dr. 
Soekarno, whose NadoW Government was set up while the 
Japanese were itlU in wcupation, as part of an aitcmpr, when 
defeat had become inevitabk, to hand over power to the tiadv» 
rather than to the Dutch. As a further part of this same policy, 
the Japaneie forces avowed a la^c proportion of thdr sto^ of 
weapons and ammunidon to iall into the hands of the nadniialists, 
instead of keeping them to siunender to the Allied commanders 
when they arrived on the spot. TiUs policy was facilitated by the 
fact that there was an mterval of some weeb between the 
Japanese surrender ai^ the arrival of Allied forees in Java; and, 
even when a small British contingent did arrive, with the to-I' of 
disarm^ the Japanme and releasing the intemces from the 
camps in the inlcrior, its numbers were far too small to allow it to 
occupy more than a very restricted area round Batavia, and it 
was unable cithEr to reUsise most of the Lotemccs or to insist on 
ffie transfer of the Japanese weapons and stores, A much longer 
interval elapsed before any Dutch Ibrca reached Java- and, even 
when they did, they were but scratch contingents made up 
mainly of released ptisooerB of war and intemea, or of nativa 
from other islands, between whom and the Java nationalists 
tlierc were ancient enmidea, 

(iawqucntly, an exceedingly coniused atuadon developed. 
The shortage of Bridsh and the absence of Dutch troops were doe 
to^cultifs of transport. The Dutch merchant fleet formed part 
of the Allied shipping pool; and the Dutch were aggrieved by the 
refusal tn release any pan of it for the sending of Dutch troops to 
JAVI^ at a time when the British were successfully reoccuuymg 
Malaya a^ Burma. The Bridsh were placed in an embarrassing 
^tion. Nominaliy , the Bridsh forces had come to Java only to 
disarm the Japanese forces and to release their prisoners and 
internees. But this could not be done without the co-operation of 
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the natiorwiistap who were in control of moat of the countryj and 
the nadonaluits were by no meana prepared to give up the 
weapons they had obtained fiom the Japanes*, or even to sor- 
render the mttmed "Europcatig’ Ui Uie interior. The nationaiiata^ 
in effect, were determined to resbt the rdinpoflution of Dutch 
arbitrary rule* and realised that thdr one hope lay in retaining 
their amu—and aUo perhaps in keeping the iqtmices m hoatages 
until the Dutch Government admitted^ or at least went some w^y 
towards moedog, their clatins. 

At first, the nationalists were dlspofied to feel friendly towards 
the British, who disclaimed any intention of interfering in Ja^'a"s 
intemaJ afrairr. But the Dutch on the spot, and the Dutch 
Govfsmment at hom^ prosed strongly that the British, aj AJlics^ 
were under an obligation to aid them in suppressing their rebklious 
subjects and in re^tabhshlng Dutch authodty—the more so 
because th^ blamed the British Tot refusing them ships hi which 
to send their own troops to quell the revolt. Botli in Holland and 
in Java a Imge section of Dutch opinion took the view that there 
was no real mihta^ powder behmd the tmtionaiistSt that 
quick, energetic militaiy action would speedily put an end to the 
entire trouble. WTiciher or not the nationalists could have stood 
up CO serious military operadoruH-and probably they could not 
have done so in the more settled parts of the country—this view? 
was based on a great underestimate of the strength of natioimlist 
feeling and of the force that w^ould be needed to deal with 
guerrilia activities all over the bland^ The British could not have 
undertaken to suppress the nationalists even if they h^d li^ecn 
w'iUing to do 60; but over and above this they were most miw^hing 
to become involved in a war w'blch, wliile none of thdr affair, 
would have been bound m raise up for them very serious cam* 
plications in Malaya, Burma, and Iniiia—areas m which they 
were trying their hardest to arrive at setUements that would not 
embroil them iu war, 

Dutch P&li^ in Indoncda 

The British forces in Java, despite this feluccance, did become 
involved in quite serious fighting; but they did their best to limit 
the scope of their operations and contlnui^ to press the Dutch to 
endeavour to arrive at a scitlmncnt acceptable to the nationalist 
leaders. The Dutch Government shov^ for some time the 
greatest reluctance to do anything of the sort. In 1942 Queen 
Wilhchmna had announced that for the future the Dutch colonics 
in Asia and in America were to consdtutc integml partu of the 
Dutch Kingdom, and that it would be for an imperial conferenre, 
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to be aturvrnoned after Dutch coutroi had been re-entablisherij, to 
settle the future rcladom between the component parts of this 
unified Empire. ^Fhc nationalists realised if tney allowed 

Duldi authority to be put back firs^ dieir chances of securing any 
approach lo national independence would be small; and they 
accordingly insisted on negotiations taking place while they' 
remained In possession of their arms a nd in control of the greater 
part of Java* The nationalists, however, w'crc by no means all of 
one mind* At one end tvas an ardent Youth Movement], the 
Pmi>fdaj created under the Japanese occupatioii and lori^ly 
under Japanese inspiration^ tvith the slogan *^Asia for the Asiatics" 
and a ^aticol hostility to the relmposltion of any sort of Euxo' 
pcan authority; at the other end w'm a body of moderate 
nationalists who realised that their follower were utterly locking 
in political and economic otpenence* and that the complete exac¬ 
tion of tlic Europeans would be lil^y to lead to an utter dis¬ 
location of the economic life of the country^ with its high degree 
of dependence on export of primary prtfducts to the advanced 
countries. The lituation was further complicated by the presence 
on the nationalist side of large tribal elements, hostile to the 
Dutch] but not aniipated by any feeling for unihe^d nationalLsrUt 
and not at all prepared, in conditions which oflered large open¬ 
ings for loot and violence, to accept the leadership of the 
nationalist politicians in any move that might result in a return 
to law^ and order* \M:ien the Dutch at length shotstrd some pre- 
paredbess, under British presaurcp to negotiate, the moderate 
uatiDnalists created a Government under Dr. Sjahrir., who was 
not branded in the same w'ay as Dr^ Sockamo as a ^collaborator'; 
and Dr. Van Nlook, on bemdf of die Dutch Coxemment, bjcgan 
with Dr. Sjahrir and Im Cabinet the negotiations which under 
Dr. Van Mook’^ skilful guidance Icd^ after many vicissitudes, (o 
the Chcribon Agreanent of November i5th^ 1346. Qpimon in 
Holland w'as diarply divided on the qucsiioti of policy. The Dutch 
reacdonarics for me moat part lavouml an attempt lo re^Lablish 
Dutch rule by force, and only thereafter to negotiate—presumably 
with puppet ddi^ates of their own choosing—conceming the 
future government of the islands., Dr. Van l^look realised the 
impracticability of any such policy, especially in view of the refusal 
of the British to keep thdr troops in IndDbcsia beyond the period 
required for liquidating tlieir international commitinents on 
account of the repatiiadon of prisoners of war and the release of 
Allied miemcci; and in Holland the panics of the left look the 
aamexicw. At the Malino Conference of July, 1946, Dr, Van Mook 
had provisionally agreed on terms of settlcmctit which Included 
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the constitution of an Indoncaian Federation^ to consist of four 
Stata—Java, Sumatra, Borneo^ and a ‘Orcai Eastern' ^oup— 
under conditions of assodarion with Holland that were left to be 
determined later* This agreement needed the approval of the 
Dutch Parliament, and Uie Dutch Government was not prepared 
at that stage to go beyond mtroducing a Bill to set up a body of 
Commissioners svho were to proceed to Indonesia and to en- 
dc*woiir to negotUte an agreement on die spot in conjunction 
with the Lieutenant Go\TmoT^ Dr, Van Mook- This Bill, after 
meeting heavy conservative oppcsidont passed the Dutch Parlia¬ 
ment at the end of August, 19^; and it was of good omen that 
Dr. Schermerhomj the foimcT Labour Prime Minister of Holland, 
\V 33 appoint^l to head the Commission, 

In the meantime conditions in Indonesia had been getting 
worse, owing to the failure of the Dutch to accept prompdy the 
agreement of July* There was a good deal of scattered fighting, 
in whidi Rrithh-Indian forces vvere involvcd^^ and negotiations 
iivenj broken oiT. Towards the end of August Lord Killcam was 
sent to Java by the British GavcmToeni to endeavour to arrange 
a truce and to mediale, if he could, betiveen the Dutch and In¬ 
donesian authorities on the spot. The arrival of the Dutch Com¬ 
missioners and the efforts of liord KiUeam pTcduced a rapid 
impTOvement in the situation. The Dutch withdrew ihcir refusal 
to negotiate with Dr* Soekamo, the Indonesian President, or 
%vith others whom they had dennunced as ^collaborators"; and a 
Conference which opened on October 7th, 1946, with Lord 
Kilkam in the chair, succeeded both in arranging a truce 
(induding a promise by the Dutch not to send further troops to 
Indonesia and a ^standsdlf which left the partii^ in occupation 
of the areas actually held by them) and in reopening direct 
political discussions between the Dutch Commissioners and a 
re^canslitutad Indonesian Government resting on a broader basb. 
A "cease-fire" actually came into operation in most areas on 
November 4th; and on November 1501 the Dutch and Indonc^n 
delegates signed the important Chcribon Agreemeat. This began 
by recognising the eidsting Indonesian Govcmment as the faclo 
Government of both Java and Sumatra, and went on to provide 
for the inclusion of the Indonesian Republic, covmng these 
^blands, in a wider Federation of Indonesian States, which was 
\o be linked to Holland, but waa to be put forward for indepen¬ 
dent representation as a member of the United Nationa. Steps 
were being taken at the end of 1946 to bring into cxbienee the 
new State of East Indonesia, which was meant to indude meat 
of the D^tch blands except Java and Sumatra. Tlie position in 
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fiorneo waj jtilJ highly unccrliuiii nnd it wm leA open %^']lelhe^ ii 
shotild forrn a separate State or bccojue part of Indoitciiai 
Tlie Chenbon Agreement had atiU, at the end of 1946, to itrecive 
ratificadon by the Dutch ParliaiDciif^ After its condufion^ dis- 
agreementa arose over its interpretation, the Dutch attempting 
to place their own glouE^s on some of the tenna aj a condition of 
raufjcatlon. These gJossci were* however, withdrawn, and the 
an^cment cndoraid, tnMarcbi 1947* In 194a the Dutch policy, as 
Imddown bylaw, hnd been that of malting the Dutch posaesstoni 
ovcTBcas integraj parts of die Dutch Kingdom. whereas the Cheii^ 
bon Agreement calls for the reconstitution of the Dutch Empire 
as a federation in which Holland is to form one part and the 
Indonesian Fedcradon a second—the future status of the Dutch 
possessions in America (Surinam and Curasao) being still undeter- 
mined. If the Cheribon Agreement is worked in die right spirit 
the outdotnc wUI be sadsfactoiy; but much remains to be donct 
on the Ehiich side to carry it out, and on the Itidom^an side to 
establub ^ f)^ietn of government holding effeedve authority. 

It is to be noted that * although extreme nationalism is playing 
a ia^e part in Java, Communkm has so far dmde little way. The 
inspirxuon of the extreme group lias conic from the Japanese 
occupadon^ and not from the Soviet Unions and the tdeas behind 
it have been tliose of midonaliim rather than of Coimnunisin. It 
1^ been a movement againsi EuropcatUp rather than for any par* 
tieuUr l^d of ftodol reoiganisadon. Polidcal, as diadnet &om 
nationalist, conscimimrss is indeed still iimnatiirc^ and there exist 
no su-ongly otranised pardos with a mass following- This Is why the 
ability of Dr. ^ahrir and the other poHdcal leaders to ^speak for the 
main body of nadociahst opinion can be S50 easily t^ucsLioned ! it Is a 
fact tliat, if they w'cre to go too lar towards oOmproniise with the 
Dutch, they might find themselves bm:rt of followers, withoni 
any altcmatiw group of leaders being in a poaidon to aignme 
control. Some of the more intransigeant Dutch would welcome 
this, as closing the door to further parleys; but responsible leaden 
in Holland realise tliat their coiintry can ill afford to lace the 
IJrospcct of a long and exac ting guemlla war in the jungles and 
tribal areas of Java and the other islands; and the signing of 
the Linggadjad Ag^eemnt in March, 1947, confirmed ihcir vic¬ 
tory over the rettedonsiry tnfiuencca both in Indonesia and at 
home. 

Frfnrh Indit-Chtna 

The French Empire in Ada is both amnlfrr and leas wealthv 
than the Dutch. It is situated mainly in Indo-China, between 

1 Mjieh, 1947. 
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Siam and the Chmae KepubUc^ and h haa a population of about 
st4 milliiDns. It has coiisLited inainly^ of'protcctoraio,^ nomirtpiJly 
under native niltrs but in £ict govemiil in French uttcn^u by 
Frcach Residents who have acted as their "advisers/ Cpehm 
Chlnu, unlilce the other areas-r has had the status of a French 
deparunenl, and bos elected deputies to ait in the French 
Cbainber. In all French China there were in <939 only about 
3O1OOO rrenchmen^ mainly en^ged in ndminbl^tionj mirungi 
and public udhty occupadom. fndo-Chiiui ii mainly agricultund^ 
and indudci a great rice-growdng area in Cochin China^ Cam- 
bodia> Laos, and Southern Annam. But it is also Important indus- 
trialty—etpccially the Tongkijig region and Northern ATmatn, 
which produce coal, rinc* tca^ wolfram and spelter. Rubber Is 
also grown on an mcreasing scile. 

French Indo-China, like the Dutch Empire in the East Indies^, 
fell a victim to Japanese aggn^oo during the war. It wus 
occupied by the Japanese vdth the consent of the Vichy Govern¬ 
ment in France^ and^ here os elsewhere^ the Japanese used their 
opportunity to stir up anti-Europeton feeling. The AnnamcsCi 
however, who ore a warlike people, did not take kindly to 
Japanese cMXupaiinn, any more than they had done to French 
rule. They resisted die Japanese, and, when the Japanese collapse 
came, made ready to assert their independence against the 
French. The Japanese withdrawal left behind on aedve nationalist 
movement, supplied with considerable quantities of Japanese 
arms. The task of receiving the aurzendcr of the Japanese forces 
and of taking over the military control w'a3 divided between the 
British, accompanjed by a small French contingent, irv the south, 
and the Chinese in the north, as the French had no forces avail¬ 
able for reoocupying the country. l"he principal clement among 
the nadonallats vm Annomese, and the main mitlonalist strongs 
holds were In the north, which is also the indiistrial part of the 
country, with considerable mineral resourceSi Of the four main 
areas, Cochin China in the souths Cambodia in the west, and 
Southern Annam, to the northeast of Cochin China, arc mainly 
agricultural, rice being extensively grown and in normal dinw a 
considerable export, Laos, lying to the north of Cambodia, 
bctwwn Annam and Siam, is mainiy undeveloped and ihinly 
populated. Toiagkmg attd Northern Annanij away In the north of 
IridcKChLoa, towaw the frontier of Cliina proper, have soma 
afBhations with the Chinese in culture and outlook, and a con- 
sidcmble Chinese population exists, not only In this region, but 
also in Cochin China, especially In the towns. The Annamesc, 
however, ore a chscincr people, with a strong nationalise fecMng of 
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their ohHj and ivith warUIee iiucincu. They are m^nly Buddhists, 
whereas Mohammedanism is strong in Cambodia^ and trihd 
rchgioEts cftlsE among thrC populations of the undeveloped areas 
in the mtcrEDf. 

The Annamese oationaLuca ofTered strong opposition to the 
British and subsequently to the French rcoccupatton of Cochin 
China^ w^hich belongs racially with AniLajii;^ and there was a good 
deal of iiTcgTilar warfitre in and around S atg on in the south 
before French authoHiy w^as rc’^tabUshcd. In the northi the 
Chinese forces^ when they w-ithdrerw* left behind an Annamese 
nationalist Govcmnicnt^ known as the \^ct-\tinh Government; 
and the Frenchp who had always ruled Aimani arkd Tongking 
through Residents acting nominally on behalf of the native King 
of Annamp w ere qompeUed for the time being to come to lerms 
with this CovemmEnti and to recognise iu authority nver the 
northern part of die country. This did not satisfy die Annarocse, 
whoj unhlie the Cambodians and Laos* have always resented 
French authority^ The AnnamE^ consider that they have a 
claim to control Cochin China* as well as the whole of Annam 
and Tongking, and only yielded to force in allowing French 
rule to be reestablished In the South. The French also had some 
trouble with the Siamesej who were allowed by the Japanese to 
re-annex certain areas, taken from them by the French in 1907, 
and wm; aocused by the French in 1946 of allowing Annamese 
Forces to operate against them from bases in Siamese territory. 
The disputed areas were restored to Indo-China in 1946, The 
inhabitants of western Indo-China have, however, in general 
much more in common with those of Siam and of Java than with 
the Annamese and the other peoples of Nonhern and Eastern 
tndo-China; and* were the French control lo be removed* Cam* 
bodia might possibly gravitate lowarcis Indonesia* whereas the 
Annamese iivould probably link up. at any rate loosely, with the 
people and Govemmeiit of China proper, 

Vif l-Jk^am and the Freneh 

^ The French Govemmentp in the earUcr stages of the rc-occupa* 
tion of Iiidi>-China after the Japanese surrender, was in a very 
weak position. It ow^ed the re-establishment of its authority in 
the southern part of the country to British military help, and was 
clearly unable to deal i,vith the Annauu^ in Northern Annam and 
Tongldng, if they were minded tq resist rc-occupation by fbrcc^ 
The declared French policy at this stage was ihat of conceding 
selF-gmrcrnincnt to Indo-China* w^hich svas to be re-constitiiicd M 
a Fedtration forming a consdlueTit in rhe UnwTi Franfixisv —the 
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ti^vf shape ihal was conceived oifo% die French Empire as h whole* 
AdmiraJ d’ArgcnlieUi when he arrived in Indo-China m French 
High Commissioner in October, 1 ^ 5 * made large promises of 
independence under ihe French Qagi and ihe Hanoi Treaty 
provisionally signed in March, 194^1 recognised ihe Viet-Nam 
territory as a Tree State^ forming part of an Indo-Chinese Federa¬ 
tion within the French Umon, juid abo promised that Frpich 
troops should be withdrawn^ except from certain bases, witHn 
five years, and that a referendum should be held in Cochin China 
to determine whether or not it should become part of Vict-^Namn 
On these terms the Viet-Nam Government agreed to receive 
French troops to replace the Chinese forces which had agreed to 
leave Tongking and Northern Annam; and the French m fact 
made haste to increase their forces in Indo-China. They had 
already signed, in January, 1946, a treaty with the King of Gam^ 
bodia, who bad asserted his loyalty to France [the Cambodians^ 
as we have seen, have no love for the Annamese) j and in Feb¬ 
ruary, even while they were negotiating with Vlet-Nam, they set 
up a Consultative doiincil for Cochin China, and set put to 
separate it as far as Uiey could Gtim Annam. This Council soon 
blossomed forth into a sort of puppet Government; and the Daiat 
Conference of April-May, between the French and ihe 

Viet-Nam ddegaica broke down mainly over the French rejection 
of Vict-Nam^i claim to include Cochin China within its area. In 
June, the French, though further negotiations were ^nding, 
recognised Cochin China as a separate Republic ^v^tIun me Indo- 
ChLnw Federation i 

Despite this, Viet-Nam sent delegates to a Gonfercpce in 
France—lhe Fontainebleau Conference of July, 194®+ w'hilc 
this Conference v^fas actually In progress, and ilie Viet-Nam 
leaders were away from Indochina, the French called at Dalat, 
in Tongiiiigr s quite separate Conference of delegates from their 
own puppet Governments and group to draw up proposals for 
an Indo-Chinese Federation in which Cochin China was to be a 
sqjarate constitnent. The calling of this Conference caused fmt 
a suspension and then an entire breakdown of the negodations at 
Foniainehleau. The Fontainebleau Goofcrcncc was broken off by 
the French on September 8th, 1946, rmd a week later the French 
Cotonial Ministia-j M. Moutet, and the President of the Viet-Nam 
Republic, Dr. Ho Qu Minhp signed a temporary agreement, 
a^ed a modus explicitly affirming that the Hanoi Agree* 

ment of March, 1946, rernamed in force. On this uneasy footmg 
mattet^ rested for some months, nil in December the sroonldering 
trouble flared up into a renewal of actual warfare. It seems beyond 
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quotion thut the French iLulhorihcs hiwt bccHi playing A dou ble 
gaine, eni;4>iiraguig Anuaincsc horn of cooccssioiis which they 
never intended re^y to makc^ aiiti in the meantime bnilding up 
their nulitary ^trengihr despite pratnhei to the cantnuy, with a 
view to asserting their supremacy by force- The Aruiamesc 
leaders, on thdr side, were not prepared to renounce their datms 
to Cochin China, and became gradualiy ooavinced that, the 
longer they stayed quiet, the more certainly would the French 
Uiidcrmine their posidon. They therefore chose rcnatance as pre¬ 
ferable to what seemed an otherU'ise inevitable whittling away of 
their power; and the French retorted by breakixig off aU relations 
with the Vict'Nam Govenmiimt, and attempting to suppress the 
Annamcsc by force. During the early monuis of 1947 there w^as 
steady gtieirilla fighting. Admiral dWrgenlicu, who had 
been largely responsible for the rcactioni, recalledj but the new 
French ^vemment demanded and got ki^e military credits Tof 
the wnr against the Annamese. The ^mmunisti strongly 
attacked the IcudoChinesc policy of the Government and of the 
military; but they were imwilling to oblige the French Right, 
w'hich used the dispute as a means tmvards driving them 
out of the Government, by foreing mattca:i u> an issue. The 
Vict-Nam Government, on its tide, sliowed no wkh to break 
avray wholly from the French connccdon, if it could be 
assured of real seir-gOTcrnmcTit within the French Union. But ii 
seemed as if moat Frenchmen, except the Communista, were 
totally inoapabie of conceiving that any people which had the 
good fortune Us be ruled by Frendamen coulif possibly entertain 
a wish to be ruled in any other way. En particuLir the thcE that 
Cochin China, as one of the old French colonics (dating back to 
tB 6^ had the status of a French department and was represented 
by deputies in the French Chamber, and that a substantjal 
Qumb^ of its inhabitants had the status of French cidzensp 
complicitcd the podtion, bccaiiso it made a iarge section of 
Frenchmen feel itndcf an obligadan to defend thdr own 
Edlow-ddzens in Codim China from being brought under Anna- 
mese rule. Thus the French, when it came to the point, made a 
much sadder bungle af ihdr Asiatic colonial problem than the 
Dutch seemed like making early in 

Th^ Ptohlem iff S(?uth~e^st Ana 

The fartunea of die three empires in South-east Asia—th^ 
Dutch, the French, and the British—arc obviously' linlced tcj^jcther 
both by common economic inlereits and by their key gco- 
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gmphiii^al position bem«n India and China^ and on die sea 
noutci from the west to Gluttap Japan and Occama. Wkh these 
colcnikl areas goc^ Suun^ the one State in the region that hat 
managed to pfesm’e its independence- The peoples of the region 
as a Avhole nave no mdal homogeneity^ and they speak a mde 
variety of languages belonging to dlBerent iingutstlc groups* Hie 
name Tndoncni&f^ which has comc of late to be loosely applied, 
sometimes in the klands only and iiometiines to the cntin: regionj 
had originally a linguistic aignlficance, but has now no precise 
meanings It is most often Loosely related to die arras mhabited 
mainly by Malays^that is to say^rimariJy to Mala^ and the 
greater part of the Duicli fndicx The Siamese and the Burmese, 
with some of the inhabitanta of the western part of Indo-Chlna, 
Ibrni a second large group* and Uie Annamese a. third smaUer 
group. Chinese settlers are widely scattered over mosc of the 
region; they are most numerDUS in Malaya, but play an important 
part in the towns in other areas as welL Indian labourers^ as wx 


have seen, have also been numerous in ^falaya* ivbich has the 
greatest mixture of races. Side by side with these relatively 
advanced groups, there arc many tribes living under v^rv primi¬ 
tive conditions—-not only in Bomco and in New Guinea, but also 
in Sumatni and in Eastern Java and In Northern Bimna* 


This entire region, up to die very ftomiers oflndla, fell an easy 
viciLra to Japanese aggression in the period after the Pearl Har¬ 
bour attau; and in none of them was there any seriDus resistaiice 
on the part of the native inhabitants. There was* mdeed, hardly 
anywhere any readiness to eollaliorate ivith the European rulers 
in opposing the Japanese; and there were e%'crywhcre groups 
which either welcomed the invaders &om die outset or readily 
worked with ihem when they had taken possession of the X'arious 
countries. The Japanese e\-aywhcre represented themselves os the 
liberators of the Asladc peoples from European dominatioaf and 
preached the doctrine of *Asia for the AsLiUif:^' under Japanese 
leadcrdiip and tutelage. In some areas the Japanese subsequently 
made themselves unpopular by their exactions and by the harsh¬ 
ness of their control; hut in most pom of the region the efTcct of 
their presence was to create nationalist movemenu of a sort, and 
these mo%-ements, on the withdrav^ of Japanese rule* were inevit¬ 
ably ted largely by former ^coUabcratois.^ Such callaboration it is 
absurd to regmd as criminal. The peoples of these countries had 
no reason to like the European rule to which they w ere subject* or 
not iQ take their chance of escaping from it when it seemed to 
have come. There was no leason Likely to appeal to than for 
taking sides In a war between Fascism and democracy on the 
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Wi?attni model; for they had not been partnera in any such 
dcmocraty at*d had no ground for di 5 lUcing Hitler or the Japanese 
miliiaiirts any more than they disliked (he Britiah, or the French, 

or the Dutch. . * * * 

It is therefore in no ^vay suqjrising that^ being helpless to tiesm 
Japanese occupation if they bad wiah^ to do they should have 
taken every chance of getting power into their own hands in the 
sphere of local control and ndminhlration^ or that, when the 
Japanese system crumbled, they ^ould haw been ready to Uy 
hands on Japanese weapons wherever they oould^ and to proclaim 
their intention oF using them to rcsiat the reimpoddon of Euro¬ 
pean rule. In Burma and in Malaya^ dev^dopments of (his order 
were forestalled by the promptitude with which Britbh forces 
appeared Oil the spot to receive the Japanese surrender, to take 
over Japanese arms, and to reintroduce British rule; and bccaiBc 
of this fact natlonahsm in these countries did not take the form of 
armed ret'olt^ but only that of a poUdcai demand—for self- 
government in the ease of Burma, and of a protest against the con- 
soBdation of British rule in a new Malayan Union in the case of 
the Stxaitis SetUements and the J^laJay States, The Dutch and the 
French, as we have seen, were both placed at a disadvantage 
tram having no troops available on the spot to reocoupy their 
colonies at once and so prevent Japanese arms fifom getting into 
the hands of the natives; and consequently nationalism in Java 
and in Indo-China took a much more aggressive shape, so that 
both the Dutch and the French had to choose between trying to 
reach some sort of accommodation with the inauTgent forces and 
lacing a long and difBculr war of suppression. The British, having 
succesahilly reoccupled their own colonies, were not much liked 
w'hen. they started preaching the virtues of peaceful accommoda¬ 
tion to their worse-placed allied, who not unnaturally felt that 
they were being let down. This applied especially to the Dutch, 
who had no "Vichy* past to look back upon; and there was con¬ 
siderable Dutch pressure on the British to take a strong line in 
Jav^ in fe-establbhing Dutch rule. To attempt this, hcftvcvef, 
would have gttslly complicated Girat Britain*j ncgotiationi with 
the Indian Leaden, who were viokatly oppo^ to the use of 
Indian troops in Java to suppress the natiotialists, and were dis¬ 
posed to sympathise strongly with the native indepcodenc^ 
movements throughout the region. 

Ideally, all this group of countries, or at any rate most of ihcnit 
ought clearly to form some sort of federal unit of their own- Th= 
nucleus of such a region vroold be British Mabya and tlie 
East Indies] but Burma and Siam might well be members ofib 
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^nA it might also rcasortably ificludc the FhiJjppiiies, if not 
Formosa. Indo^China is a more doubtful taae. The more natural 
nfl&tcatioti of Aimam and Tongking and of most ofGochiti Chiiia 
is with China rather than with the ^Indoncsum' people; but 
Western Indo-Chuia, csp)ccial!v Cambodia:^ belongs more natur¬ 
ally witli the gftouping based on MaJaya^ hunna and Siam. 
Clearly, howt^cver, no regional grouping of tluH sort h compatible 
with the survival of the European colonial empires^ even if these 
were to be leconstituted in ways Uiat would ooticede a 
measure ofstlT-goveftiment to the peoples^ The Dutch East Indies 
cannot easily become a constituent part both of a federal Dutch 
Empire and of a Federated Union of South-east AsLa^ nor can 
Burma and \iaJaya easily fltrxiddic betwHcen such a Union and 
the British Empire, or Western Indo-Chma be a part both of a 
French Union and of a group of Asiatic States* Imperialism thus 
cuts right aerw the krgtn* aspirations of those nationalists who 
want not merely sirlf-gDveniiiicnt writhin each separate area, but 
the Ireedom to combine into a larger federal group^ 

Nor should It be overlooked that die nadonalUt [novement is at 
very different points of articulate development and hold on 
pop ular consciousness in dUferent parts of the region* It is 
strongest in Burma; but the Burmese seem more likely to 
succeed in maldng their own terms with the British, and in this 
country the British Goveniment b defiiulcly plet^d not to con¬ 
cede leas to die Burmese people tlian to the Indi^—a promise 
that was made when Burma was di^dded from India in ‘ 935 - 
face of thb promise, the Coalition Government's White Paper of 
May, 1945, was nothing leas than a breach of faith. It foreshadowed 
a period of arbitror)" govermnent, to be ended by a gradual reium 
to the pre-^var sy^teiHt and then only succeeded by an approach 
by stages to some sort of ^Dominion' status; and it was followed up 
by the return of the pre-war Governor tn ofiicc, and by an attempt 
to rdnstaic the pre-w^ administrative system, and to select for 
consultation only the moat amenable of the Burmese politicians* 
Instead of seeking to work on friendly terms with the Burmese 
Anti-Fascist People's Front, which had been the chief element in 
the resistance movement, the Government, even after Labour had 
come to power in Great Britain, continued to antagonise the 
national leaders. For some of its immediate aqiions there was 
excuse in the great devasLatiqn which the war had left behind 
and in the need for external help in putting the country's 
economy back on its feet. But thb was no good reason for the 
MCtionary ineptitude of the British Government^ policy through 
most of 1946, or for tlic failure of the Cabinet Mission, when u 


vliitcd India^ to pay the sjndilest regard to Burmese daimi. 
Towards the end oT 1946^ boivever, the Britiih policy vmi cbonged^ 
Thm was a new remliricaa to dJicusi Burtna'i ftituie, on terms 
not citdtidijig ijulepcndcJiccj with the real leaden of cuuioiial 
opinionj and in Jannan'^ 1^7] ^ trtfluendal Burmese delcgatioi} 
came to London, on the Britiih Govtrnment'i invitation^ to open 
formal disciutsions for on acceptable ^ttlemcnt,. and the outcome 
was an agrecioenti accepted by the Kurmese ddegates with two 
dbscntIcDtif, conceding tho full right of a Burma Coostitueni 
Assembly,^ which is to meet in 19-1.7^ to decide upon tlic coun^^s 
future* "IHi Assembly is to have full &eedam to decide, if it 10 
wishes, for complete independence; and, wltether it so decides or 
not, Great Britain undertakes to further the admission of Burma 
as a member of the United NadonSi as soon as tlic new Stale b 
established. The main reason for the refusal of twti members of the 
Burmese ddegadon to accept this apparently satisfying agreinticni 
was that the dmin of the Burmese Oonsittueni AsKmhly to settle 
without further qumdon the future of die national minorities 
which form a subatjuiiial part of the population, mainly concen¬ 
trated in the liili arena, was not iiiUy cfulqrBed. The question of 
the future of the Karens, the Shans, the Chinj, the Kachins^ and 
the Nagas—all, eacept the Karens, inhabitants of Upper Burma— 
was left to be settled after a joint British-BurmESc C^mmitiee of 
Enquiry has made its report. This issue may still give rise to 
trouble; blit at any rate a promMiig new start has been made 
since the Biidsh Government agreed to negotiate with the real 
leaders of Burmese national opinion. That they won the real 
leaders, the dections of March^ i ^7, dearly showed* 

Now tbnt Burma, in these discussions, has won its independcucet 
including the right to make fofici^ Jinks of Its own, they will 
probably be in lie hist instance w^th already independent Siam, 
rather than ¥dth any area now under colonial ruk* As for the 
Malayan areas, mduding Lhose under Dutch rule as well asIwLilaya 
itself, there seems to be no immediate prospect of revolt in British 
Malaya, where indeed the Bridsii Colonial OBke now seems likely 
to ‘pull off’ its revised plan lor a Malayan Fcdcratioci that will for 
the dme strengthen the British bold. In Java and Sumatra it seems 
probable that there will be an acconimodauon that wih re¬ 
establish Dutdi sovereignty In the form of an Indonesian Federa¬ 
tion linked with HoUa^ under the Dmch Crown, though in the 
other islands coherent nationalism is sdU so undevdop^ as to 
afford scant fbundadons for a federal sy^m based on natiorial 
independence. ITic European powers, in view' of the great eco* 
nomic importance of thw areas to thdr own ccononiks—not 
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least tJidr capacity for earning dollars for the counuiia which arc 
in a position to control thdr exMrts—wOl assuredly do their very 
utmost to retain enough coatrol to keep themselves in enjoyment 
of these assets. The British^ in addition, will desire to keep a tight 
hold ofi Singapore^ at the cross-roads of the whole South-east 
Asia region^ 

If these predictions arc correct^ there wiQ be Jbr the present no 
independence, though there may be in some casta a considemblt 
measure of sclf-goveminent, for the colonhil areas of Southneast 
Asia, except British Burma and possibly, but noL certainly, the 
Aimkmese part of French Indo-China. It docs not^ however, 
follow that there can be no approach to unification of economic 
policy. If Great Britain,.France and Holland could ivprk together 
tn Europe, and could^ in their several ^vaysp come to tenui mth 
the nationalist movements m their sevra'ai coionial areas, there is 
every reason why they should $eck to fbllovr a common regional 
policy in handling for the world market the key products of 
^uth-east Asia, incliiding cammon production and development 
policies as well as common regulation of marketing. Both rubber 
and tint the two outstanding productsliod been already, between 
the Tivan?j fields of ei’tpaiment in inteniattonal regulation of su p¬ 
plies. Tliese inter-war forms of regulation were esscu tzally rcatric- 
th'c, and were designed in the in terests of European companies 
and planters rather tlian in those of the native peoples. What is to 
be worked for is the conversion of the highly restrictive controls of 
the iuier-war period into orderly arrangements for the stabilisa¬ 
tion of output at a high level, and &r sale at fitir prices^ not by 
unil ateral action of the produccis and thcir government backers, 
but by agreed decisions taken in conjunction with the consuming 
countries. Bui these conditions ore unreolbable tchday except on 
a basis of real and equal partnership between, the European 
in vesting countries and the nationalist movetaents of the countHes 
in which the inv'cstments arc made. [See Note on p. 874-) 

£>i^irrj tfl AJrka 

In Africa, there are not three empires, but sbt or seven—British, 
French, Bel^an, Fortugueser Italian, Spanish, and South Afiican^ 
for the Union of South AlHca, even apart fit>m its mandated terri¬ 
tory in South-west Airico, can be regoided os a wliite ruling 
power with its subject empire of native peoples^ In these 
empires held siv'ay respectively on about 53^ 431 14, 9, t and 
8 million people^ In all Afiica there \vcrt but three even nomin¬ 
ally independent States—the Union of South Africa, with its 
2 million whites lording it over four times as many native 

931 



states depindencies 




FRENCH 

EMPIRE 















CHINA 420 



AAITISH lUPIAE 


























AfHcfUK- Egypt, wth about t6 miilidn people; and the nc^ 
Republic of Lftjcrifl, vnth about a,50o,CMM, Ethiopia, the remain¬ 
ing daimam, with its 5 to 6 milUon mhabiunti, had passed for the 
lime being under Italian rule* and compiiscd the major part of 
Mussolini’s subject empire^ Of the British possessions in Africa 
I have spoken ali^^y. llie French empire covered most of 
Northern Africa—a vast and for the mo^t part sparsely populated 
area, including the great Sahara desert. The Belgians held the 
major pari ohhe Congo and thernrith the very populous iirea of 
Ruanda-Unmdi- a happy huntii^ ground for the recruitment 
of cheap native bbour for the nirrounding territoria. The Portu¬ 
guese were on l>oth the east and the west coast nearer the south— 
in Mozambique on the cast and tn Angola and Portuguese Guin^ 
on the west. Italy, before the war, held Libya* Eriuea* and Italian 
SomaUland, in additinn to Eihiopb, recently ovemm, Spain had 
the small Spanish zone in Morocco, and some almost empty 
Stretches of land along the north-west coast. The Union of South 
Africa, in addition to the gxrat native areas included within 
frontiers, held the mandate for formerly German South-west 
Africa, which it failed, towards the end of 1946* to pcrtuadc the 
United Natioru to barLd over to it as an al:JSolute possession. It had 
also felled to persuade the Britiih Govemraent to give over to 
it the colonial territories of SwsaUand, Basutoland and Bechuana- 
bnd, which remained imdcr the rule of tlve British Colonial 
Office and subject to a regime hm itiimicid to the native popula¬ 
tions than that of the U oiom 

The African continent bad beeacani'ed up among the European 
poweffi in the course of a movement of ixnperLal e^q^msion and 
imperialist rivali7 which readied its height in the dosing decada 
of the nineteenth century»The rcsidting divisions of the continent 
bore almost no relation to nationality or social tradition or to any 
other recognisable principle. Tlie white empiiies spread inland 
from trading stations on the coast until the w'hc^le of the 
mterior had been nominally annexed to one or another of the 
imperialist rivals^ In part* the w^ork was done by practically 
independent companies, intent on trade, exploration, and the dis¬ 
covery of mineral resources. The Chartered Company of South 
Africa, the Royal Niger Company, and the Portuguese Mo®^- 
bique Company are ouiatancLing escamplefi. Leopold of Belgium 
for n long time mairttained In the Congo a private empire of hb; 
own, and under this rule the native population came near to being 
extmguished by the predatory barbarity of its conqueror. *Red 
rubbCT* became a horrible legend—until the prontafalcness of 
African rubber production was cxtinguhhed by the grovrth of the 
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plantation economy of Xfalaya and the Dutch Indies. At length, 
in i goG;, the Congo was amieKcd to the Belgian State^ and the 
irresponsible rule of LcopoId^s Ccmpagnli InUtnaiiansib was 
replaced by a more rcspcctahle rtgiuiCp 

In each of the separate imperial spheres into which the greater 
part of the African continent lias been marked out^ the ruling 
pOTAtr has mtroduced its own pattems ofgQvcmincnt and admin U 
ftmtion. This is not neccssanly a uniform pattern for the terri¬ 
tories subject to a single powtT —for example^ the positions of 
Algeria, Senegal, Tunis* Morocco, and the Ivoiy Cesast, wjthlit 
the french empfrie, arc all different. But the pattern ofadmint- 
fltradon in each country^i dependencies tends to be greatly 
influenced by the type of civil servant it sends out. The British 
dril servant has been rebttvdy wdl paid* and has looked fonvard 
to retirrment on a satisfactory pension after a considerable period 
of continuous seiv'ice in a single colony. He has isolated himself 
from the natives, and has mainLUned a colour-bar which has been 
in most areas nearly impassable. But he has usuatty not been cruel 
or exacting, and in general he bos tried to be just according to his 
iights. The Frenchman has been much wor^ paid* and has 
usually served in the same area for a much shorter period. He has 
been much less strict about colour, but much more exacting in 
regard to hb personal presage, and very much more tyrannical in 
die repressron of native agitadom. The French* like the Dutch 
in Asia, have been much franker than the British in regarding 
their empire as a source of profit to the ruling power. Some vrill 
say that they have merely been less hypocritical; but that is not 
the whole truth. It ti undoubtedly true that the French colonial 
senricca have failed to attract on the average as good a type of 
administrator as the British. Therewith, they have been cheaper, 
and have imposed smaller burdens on the public financf^ of the 
colonics. The Belgians* having been notgriously the worst* have of 
late ranked among the belter colonial admirustraiors, Th^ Italians 
have been ruthlesa rulers* but admirable engineers^ 

ProhitTHS of IttUtnadomd CoUab&T&tion. in Tropkal AJtua 
Betivecn the territories which are subject to different empires 
there is hardly any collaboration. Except in the Congo Basin and 
in the niiuidatcd areas* where the open door to the commerce ofaU 
nations has been safeguarded by intematiotia] covenant, colonial 
markets have been largely rescrivd for the products of the ruling 
country. Eren Great Britain, which used to keep the door open, 
had banged it to before 1939 against the cheap exports of Japan. 
Each colony* to the extent that white influence has invaded it, has 
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taken alter the dvUisatioii of the mli^ country: so that tiiefc has 
grown up^ side by side with the old tribal cuatonis, not one pattern 
of vi'estemisation, but a patchwork. It is tempung to suggest that 
all tropical Afnea ought to be united under some sort of common 
international adminUtraiioii responsible to the Umied Nations; 
but it is more than doubtful whether such a s>‘ 3 lcin could at prcscni 
work ifi practice. It may be necessary, now that Europe^ 
influence has made Its impact in different nadoj^ form* in 
different areas, for the process to go on for a time as it has begutij 
each territory winning its way towards aclf-governmcnt aher a 
fashion based upon the habits of its alien governors^ But, even if 
this necessity haa to be accepted, there is plainly need ior some 
degree of unification—for the fortnulation intcmttiionally of a 
charter of African rights which each European power must be 
pledged to observe, and not merely so pledged but obliged to 
report upon its stewardship to an internadonaJ authority im^ 
U.N.O. which vfill be able to bring die pressure of world opinmn 
to bear upon any dcfaulto-. A f^t adumbration of such 
authority existed under die League of Nations^ in die form of a 
Pcrmanenl Mandates Cotturusnon; but its reference did not 
extend beyond the mandated areasj and its powers were weak. 

TnuUeship and Cukniai Foli^ 

The Qiartcr of the United Nations Org^isation Indndes two 
Chapters which deal with the administmdon by member-States 
□f • *non-scir-govcmicig territories'* under their eontroL 'Hie first 
of these Chapters deals with such territories in general, and m 
applicable to all colonics, dcpendcncieSj and mandated territorWT 
under whatever terms ^ey are held. The other Chapter deals 
with "Trusteeship*—a special status which can be given to any 
non-sclf-governing territory for which the State cxeri^mg 
political control over it draws up a 'Trusteeship Agrrement" aod 
secures for this agreement the approval of the U+N+O. Generm 
Assembly* ‘Trustccahip/ under the U.N* 0 * ChartCTp is cl-esrrty^ 
intended to replace the old 'mandates" s>^stcm of the League of 
Nations; bnt it is ako given, potentially, a far wider range, for any 
State belonging to U.N.O. can propose a Trusteeship Agreement 
for any of its colonies or dependencies* The new' system is therefore 
not conftaed to 'mandated* territories; but It is to he noted diat 
there is no pcjsitive obligation upon any State to bring even its 
League Mandates under trusiecship—much less lo apply the 
system to any of iu colonics or dcpcndendcs not at present held 
under trust. 

The drafung of tlwse Chapters of the U*N, 0 . Charter gave rise 
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to considcralile difBcuttics, and the attempt to apply them hai 
already given rise to many more. When they were being dniftcdp 
two main difficultiei aroK. In the first place, were the colonial 
Powers to be cominittcd* either in respect of their colonjcs 
generally or, more narrowly* in respect of terrltprin brought 
under TrwstccahJpp to ^independence^" as the goal, or w^as the 
permanent continuance of colonial rule to be allowed? The 
genenU articles dealing with ^*non-4clf^oveming” territories did 
commit the colonial Powers^ in very broad tertns, to administer 
them with a >ie%y to "the polidcaJ, eoonomiCp social and cduca^^ 
rional advancemeni of the peoples concerned/' and to the 
development of'*aclf govcrTiment*^of these peoples “according to 
the particular emcumstaticcs of each territory and its people and 
their various stage? of advancement,” This phraseology iv-aa very 
vague, and was ddibcrately drafted so as to make no mention of 
"independence/ even as an ultimate goal. Moreover* even in the 
ease of tcrriiorics w^hieh were made subject to Trusteeship ihcre: 
i;va3 no commitment to ^independence^ as the goiil. All that was 
laid down was that such territories must be administered with a 
view to ” their progressive development towards sJtf-gomuneni sr 
indgpendma^ as may be appropriate to the pecuHar circumstances 
of each territory and its people and the freely expressed wishes o 
the people concerned, Cftd at may hf pfom^d by (ft# Utms iyf Mch 
frutkeship TTmis, it w^as not only left entirely open to 

States not to bring their colonics or depcndenciea under trmtee- 
shi^; even if they did they wm under no obligation, except by 
their own voluntary act, to commit themselves to allowing these 
are^ to become independent at any future tirnc^ 

Nor was i^ all. It Avas clearly contemplated, though it was not 
cxpllddy laid down, that the former League Mandates should be 
brought under the U.N.O. Trusteeship system; but it was cx- 
plldtJy left open to States holding mandates to designate Avhole 
lemtorics. or parts of them, as *^slTate^c areas/* and. whcrcv'cr 
this was done, the effect of the Charter was to remove all powers 
of supervision out of the hands of the U.N.O* Assembly, or of the 
Trusteeship Coundl which w^as to be constituted under Its 
auspices, and to transfer all these powers into the hands of the 
Security Coundl, dominated by the great military States. 

The TrustEeship Coundl was not to come into existence until 
a certain number of individual Trusteeship Agreements had been 
drawn up and approved by the U-N*0. Assembly; and ic could 
not actu^y be established until the end of 1946. By that time 
Trusteeship Agreements had been submitted and accepted for 
most of the old 'mandated territoriia^ ; but not a single State had 
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proposed to bring any of its own colonics or dependencies ^dcr 
the trusteeship spion. There were, moreover, highly signifitaw 
exccpiioiw even among the ‘mandates/ One was Palcstuie—to te 
in the next Chapter of this book. Another was Souili* 
West Aikica, which the Union of South .Africa was trying to ann^ 
outright. A third was the group of fonner Japanese mandated 
islands in the Pacific, vvltkh the United States was propomig » 
d^gnate as 'strati^ areiu,’ and to retain under its csdusive 
consol. Nor did the Trusteeship Agreements that wane submitted 
and make any provision for securing the future indepen* 

of the territories concerned. Consequently, the discussions in 
the Trusterahip Committee of the U.N.O. Asserohly in New York 
towards the end of 1946 developed into a scries of imsecmlv 
wrangles, and, tliough they ended in the acceptance of enough 
Trusteeship Agreements to enable the Trusteeship Couocil to be 
brought into existence, this was achieved only in face of the 
opposition of the Soviet Union and of India, and of the Soviet 
Union's refu^ to participate in the work of the Coundl. One 
main issue which arose at New York concerned the inlcrprctalioii 
of words used in the Charter, which prescribed that all 

Trusteeship Agreements should be “agreed upon by the States 
direedy concerned," but omitted to define this highly ambtguom 
phrase. These words were insisted on in Uie fiixt instance by the 
United States; but at New York they were invxikcd by the Soviet 
Union, which pointed out that it was not n consenting party ID 
the terms of die agrttanenu that had been drawn up. The Soviet 
delegate also poinlcd out, somnvhat disconcertingly, that the 
eScci of transferring the ‘strategic areas' from the Trusteeship 
Council to the Security CoimcU would be to make all proceedings 
relating to them subject to the veto;^^ to which Ammcan spolte^ 
men promptly, though unofficially, rctoned that they proposed 
to h ™d on to their exclusive control of the stratepc bases m 
question whatever anyone else said, or w'hatever might be the 
legal position under the United Nadons Cha rter. ^ 

In short, the ciucussioDs of Trusteeship at the meetings of 
U.N, 0 . have been a singularly unedifji'ing display of ‘power 
politics,' and of Ul omen for those who have ventured to hope for 
an advance towards a more mtemational spirit in coionkd 
administration. There is no sign at all that the ruling Govern* 
ments me prepared to accept inlcmatioRal judgment on dtr^r 
conduct in their imperial potieaions, or to work togcilicr in 
administering them primarily in the interests of the peoples 
concerned. 
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The entire qucstiDn ofcnloaiiil empire is, indeed^ under impLicit 
debate in the world lo-day. AlLhcmgli there has been no ttuvsm. 
revolt of the cdloniii] peoples, disconteiit has grown rapidly in 
almost every cnloniaJ area, aod in most places, except the most 
primitive, same sort of nationalist movement under native leader¬ 
ship has begun to appear. There have been eKtenavT strikes m the 
West Indies and in Mauritius, as well as on the African contineiit^ 
and, as we have seen, the Japanese invadon has left behind it a 
strengthened anti-European feeling in meat of the Asiatic colonial 
tenitorid tha t were overrun. In areas remote from the actual 
fighting, war for the most part brought improved econonuc con« 
ditions, though there was in many casd a shortage of European 
goods that the inhabitants would nave liked to buy« Thb relative 
and partial prosperity followed upon experiences of acute eoo* 
nomie deprmaioii and insecurity during the period betTuveen the 
wars^ and adversiLy and relative prosperity alike had the cScct of 
inecc^ng discontent and of stimuladng mitionalist feeling—Or at 
any rate dislike for alien ndc. Ckinuminist propaganda has 
been directed, wherever poasiblep to strengthening ihli anti- 
imperialist sentiment and lo empha^sing the contrast between the 
position of economically backward peoples in the Soviet Union 
and under impciialist-capitalist rule. The draining away of 
wealth from the subject countries to the capitalists of the investin g 
countries has been stressed; and the Soviet Union^s handling of 
the problem of natioiLalitics has been extolled as showing how 
much the backward pe^les stand to gain from throwing off the 
impcdalist yokei. The enect has not been in most areas to bring 
powerful Communist Parties into bemg^ but tEiere has been a 
considerable infiltration of Communist ideas, and a strong re¬ 
inforcement of nationalist and radical tendencies, above all where 
there had been before the w^ar any considerable devdnpment of 
large^cak industries owned by foreign investors, or where the 
native producers believed that they were being cheated by foreign 
firms which controUed their access to the world market. 

This spirit of revolt against foreign domination has been fostered 
tn some degree by the half-hearted attempts made by some of the 
colonial adrainistrationa and fay missionary enterprise to extend 
higher education; for, wherever an educated class enm^ into 
existence among a subject people, its members are apt ro be faced 
with a double frustration. The membeo of the ruling nation in the 
colony do not readily accept them as social equals; and they find 
nearly all the higher posts to w^blch their education leads them to 
aspire filled by members of the ruling nation. If they become 
numerous, they axe apt to find themsclvca without jobs whlcli 
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they rcgarrl as comspondtiis their d%mtyj and t^iis kadi tliem 
to maJte jobs for themselves by seeking to become political leaders 
or organisers. The mainly Utcrary character of the edwcalion 
wliich they gf^i exaggeratea this tendency; for few among them are 
trained to become technicians or to acquire any knowledge of the 
industrial arts. The foreign companies which operate the large- 
scale industries of the colonial areal gel their higher atafli from 
their avm countries, and seldom attempt to train nativia for 
positions of higher technical or managerial status. Oonsequentiv, 
the educated men who become leaders of nationalist movements 
are seldom given any chance of acquiring administrath'e 

conditions react on the atttlttdes of the white colonial 
of&cials, mcTchanti, and business managers. Ready enough in any 
ease to defend their post lions of privilege atid superiority* mm of 
the members of these groups easily convince ihemselvcs that the 
natives arc incapable of Idling really rtsoonsiblc posl^ because 
their speeches and ^mtings reveal cheiT bek of exj^ence and 
knowledge of the wwking of political and economic institutions- 
Accordingly^ they either r«iat all attempts lo iroprovc the *tattw 
and lo widen the opportunities of the native ‘intellectuals/ ori if 
they have progressive inclinations, arc yet so impressed by die 
need for caution and for a long period of tutelage as to &vour a 
pace of advance loivards sclTgovermnent that is much too alow to 
satisfy the more acti%"c spirits, wlvo are Uiua Ibrccd into resentful 
hostility. MoreovcTj wen ihc w?hile administrators who are 
desirous of following speedier progressive policies are faced tviih a 
serious dilemma. The reForms they %vish io see introduced* for the 
improvement of conditions of health and welfare and for the 
widening of economic opportunity^ will cost a great deal of 
money; and the taxable capacity of these poor colonial com¬ 
munities is exceed^ly low. Attempts to place any considerable 
tax burdens on while settlers or on foreign companiei are strongly 
resisted; but any form of higher taxation that falls mainly on 
the natives will worsen the immediate position of aJrea^ 
impoverished and debt-ridden hnuseholdj* even if it is calculate 
to confer bcncEts in the long run. The canscr^uence is that 
grtas both with educational and wellare scnriccs and wth eco¬ 
nomic developments—such as road-nmldng and urigatioOi 
reaflbrestatJoD and the stamping out of insect pests and plant 
and animal diseases—is exceedingly itow. Indeed^ it has 
been slower llian the ad^^ance of die dcstmclivc tendctidea which 
it is designed to combat. 

Thus* es'^cn where colonial administraiors are actuated largely 
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by considerations, nf native wtlfajne^ the Jcadcii df natiw opinion 
art: apt to be cjuspcraictl by the link pit>^TesB that is acEtially 
mndCf and to accuse of hypocrisy Lhc administrators who appear 
lo them to be malting a great paiude of virtuous intentions in 
order to hide the mcagrencss of iliclr actual proposals and 
achievements. Kor cmi it be denied tliat the proposals and, still 
more, the achievements have usually been meagre; for hitherto 
tlic home Governments have usually been prepared to spend 
little or nothing on the colt^nics, and have insisted that colonial 
reform must pay its own ^'ay out of the proceeds of colonial laxa^ 
tion. After all^ the large sums which arc tahen out of the eolonies 
as profits to invesiors or as salaries and pensions to white officials 
havc^ to a Large extent accrued to the exchequers of the rulipg 
countries! so that, from the standpoint of the home Gov'eruments, 
anything ^ni on the colomes has been a charge on the home 
country, Tlic aw^eued natis^e looks at the question fixim a 
difTrrent angk^ He sees that a large part of the national income of 
liis country U being paid atvay to Englishmen or to Frenchmen or 
to DuiduneTi; and he feels that England^ or France^ or Holland 
ought to pay this mon^ bade in o^er to help hb people to live 
better and to advrance in the productive arts. The home Govem- 
meut^ however, has a double rdnetance to ilioutdcr any such 
obligation—first, because it would mean higher taxation^ and 
sccondlyp tiecausc it would strain the balance of payments where 
colonial exports are part of the means whereby the home country 
squares its fomgn trade accounts^ 

TTw *Co!&ar-baf^ and tht Colomal iVfli/e/n 
In this account of the factors making for angry natlonaJbm 
among the leaders of cotonial opinJon I have so far said nothing of 
the 'colour-bar,^ which in the Britbli colonies is often regarded as 
the principal source of trouble^ I have said nothing of it because^ 
though It can obviously help to acerbate feelings of frus-trationi 
I see no sign that such feelings cannot be aroused to an equal 
extent even where the *colour-bar’ docs not exist, or is much less 
strict* The French, it is oTlen said^ have a much less extreme sense 
of colour dilFereitce than the Britiri^; but the attitude of the 
French official, demandiiig the lost ounce of recognition of his 
official dignity,, can be jusl as Infuriating m that of a British 
official, who does not try' to conceal his serae of belonging lo a 
superior race* Moreover, where there is much intennaiTiage of 
Europeans and Asiatics^ a$ In Java, the effect may be to create a 
class of part-Europeans who^ in defending their privileged status 
as Vhite mcn^' go beyond the attitudes characteristic of pure 
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whit« in a^c^ls where a more tlcGnile colour^bar emu, 
in face of ihese phenomena, the colonial problejn take^ on a 
kjok of imolubUity, It Is mdccd lolublc only in one or ibe other of 
two way*. The fiAl way* that of mllve revolt, is practicable only 
where, for one reason or another, the power and leKHirccs of the 
rnUng country arc so diminished that jt can no longer put out the 
encT^ needed for keeping control: so that, despite an unquestion¬ 
able fupenonty of military Ibroe^ it cannot in £ict dare to use this 
force for f^r of talcing on obligations which 14^11 dkastrousJy sap 
its strength at honiC- The second way—that of the effective and 
parallel devclopmctit of self-governing institutkms and econofnic 

! productivity, in such ways as lo afford adequate alhround outlets 
or native anibitiona and capabilitiet—^is practicable only with the 
aid of large captal expenditure, on which can be expected at 
most a low, and in many cases not any, cconomk rerum (o the 
providers of the capital. 

The first of these ways, widespread native rcvoli^ so far from 
improving native conditions in tne short run, h certain to make 
them woriep whether the revolts succeed nr fail. If they fail, there 
will be heavy economic Insse*, faJlmg on the colonial peoples a* 
wdl as on the capitalists arid taxpayers of the imperial countnes: 
if they succeed, the colonial countries wiU have to manage their 
affairs without the old of foreign capital, of which they stand 
greatly in need, and with a calamitous lack of experts in both the 
business and the potidoal field. 

Indeed, the trunsiikin to cqlonud freedom and prosperity can 
be made without acute sulFcriitg only if foreign capital can be 
made available on terms that involve not exploitation, but the 
recogiiiiion of a werld task invotviug the honour of the United 
Nations as a whole. I have said in a previous chapter that the task 
of our century ts to spread the benefrts of modem science among 
the colonial peoples, in such a way as to stamp oui unnecessa^ 
disease, to intit^uce modern technotogy, ana thereby to raise 
native productlviry nearer to the stancUi^ of the West, and to 
develop education as a means both to economic and social 
advancement and to poHtJcaJ independence and dcmocrauc self- 
government- Thtac arc large uisks, which cannot be cani^^d 
through without Imge expenses iu the way of capital mveatmem* 
This tnvestmmtf mm the purely economic aspixt, Is capable of 
yielding loj^ retumsj but these retumi will for die most part 
accrue not io the form of direct profiiton the investments made, 
but in a ^neral diffusion of weU^bdng through the enlargement 
of world income, the expansion of international trade, and the 
creation of a foeUng of confidence and optimism in place of the 


cxjstin;^ iciiEimciit5 of fm^tradtiii and mi^tnut^ The prosperity of 
the advanced coonirics dqxnds fundamentally on the prosperity 
of thosw which are now backwordU The time Is pajt when a few 
eoiijiincs couJd enrich thcimelvcs by eommcrce and investment in 
a world for die most part sdJ] in the grip of primary poverty, ^fhe 
twentieth century can enrich itjdt not by predatory imperialism 
or econornic waifarc, but only by co-operation on a world*wide 
scale in making tbe best of its common resources of mateiials, of 
man^powrr* aitd, List but not teasb of human educability and of 
the dcccnq^ which Ls in nearly all of us when we are not too 
frightened one of another to give it vent. 


Note;: This chapter had been written before^ in February^ 
t§47^ the British Government announced iti approval of the 
designed both to relieve the shorU« of inppUcs of lati and 
to promote development in East Africa* for growing ground nuts 
on an area of over three miliion acres of mainly uncultivated 
land in Tanganyika, Kenya, and Northern Rhodcria. The plan 
provides for T07 units of cultivation* each of 3^0,000 actfes—So in 
Tanganyika^ 17 in Northern Rhodedo* and lo in Kenya, The 
dcvxlopmcnt Is to take five >’ean, and is to be based on a high 
degree of mechanttatlom It wtU employ^ when ir is fully in 
operation^ about 750 Europeaiu and 32,000 Africai^ and cm- 
ployiMtit will be greater than this while the Land is ^jeing deared. 
Special measures ore to be taken to prevent toil-crodon and to 
ensure good working conditions The project Li to be in the 
hands of a Public Corporation under government ownctshJp , but 
is ID be managed in the irudai stages t>y the United Africa Com¬ 
pany, which devised the ori^na] s^eme^ The cost is ^timated at 
about j£^23 millions, ^iur another /^a*5QO*ooo for railw^ayi road and 
port construction^ Later on, it is intended to transfer ownership 
to the Colonial Govemments concerned; and "eventually it is 
hoped that the underuking wili be controlled by the people 
thcmsclvts, posibly on a Cc^perative basli.^^ This large project, 
if competently executed* may be the bcgimiing of a revolution in 
agricultural technique in Africa, and of a rise in atandards of 
living that is out of the question without such a revolutiam Its 
ultimate Importance lies Lc^ in the very valuable contribution 
that it can make to the world supply of oils and fatt than in its 
potential inHuence on methods 01 cuirivation and on agricultural 
organisatjon over a large part of Tropical Afrioi^ 
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CIIAPTEH X 


THE NEAR AND MIDDLE EAST 
AND THE PROBLEM OF PALESTINE 

S o F A ft j. M 0 9T o F T H E oH hxis comc from Aniejic^^ 

and tlic United States, despite its cnotmous and rapidly 
growing domcatic consumption, has been the greatest exporter as 
well as the greatest producer, [t has, however^ been for some time 
apparent that American output could not for long both keep pas^^ 
with the growth of home demand and supply the increasuig needs 
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of other markets; and there has been for several decades a struggle 
of rising intently between mai oil interests to get command of 
promising new souities of supply. In 1939, out of a total wT>rla 
production of about 2B5 million metric ions of crude pclraleump 
tyt millions came from the United States, and by 1945 United 
States output had risen to about 230 millions. The two next Ur^t 
producing areas in 1939 were Veneatvtela and the Soviet Union, 

934 















til eh with an output cf atxiut 30 nuUion metric lon». %^enc^ucLin 
Qutput hud riten further by 1945 to about 46 mlllioris, whereas 
the Soviet oil wellSj heavily darnagcd in the course of the Nazi 
mvasiou, w-erc still a long way short of tlidr pre-war produedan, 
and the new pqst-w^ar Five Year Plan of the Soviet Union 
provided only for a gradual and modest rate of reenvcry. There 
appeared to be no doubt tlui^ in de&ult of firesJi sources ofaupply, 
the Soviet Union would be MMiously short of oU for £upplyi^ its 
own internal needs in time of peace—and, of courfiCj, Sorter still 
if it had to provide against the poBibility of another World War* 

In comparison with these three countries^ no other had more 
than a modest oil output in 1939. The Peisian oilfields, under 
British control, produced about 10 million metric tons. Tlie 
Dutch Indies mc^uced 3 millions, Mexico and Roumania each 
bet^veen 6 and 7 millions^ Iraq and Colombia each between 3 
and 4 milHons, Trinidad and the Argentine between 3 and 3 
mttlionSj Peru, Burma and Bahrein (in the xArabian Gulf) each 
over I mtUionj and Canada and British Borneo each nearly a 
million. Poland, Gennany, Egypt and Saudi Arabia exceeded 
half a million, and Ecuador and India a quarter of a miHion. In 
all the Americas produced nearly aao mniion metric tons, out of 
a w orld production of 385 mBHons. All Asiatic sources: outside the 
Soviet Union produced only 36 million metric tons, 

During the war, the Japanese conquests in the East and the 
closing of the Me^terranean route meant that supplies for the 
AUies on the Western Front had to come almost entirely from 
America. There w^aj, however, an attempt at intensive exploitation 
of such other sources as remained open. Persian output T(»e in 
1945 to 17 mUlion metric tons, and still further in and in 
Saudi Arabia, where a great new^ly discovered otlheld was just 
beginning to be opened up, output was more than trebled between 
1939 and 1943, and has risen much further siucc. It Avas coming 
to be realised more and mote that the oiifidds of the Near and 
Middle East were destined to become one of the niain sources of 
world supply, and the greatest of all sources of exports in face 
of the incrcasiug absorption of its own production by tlie United 
States. 

Tiftf Foiliks 0/ Oil 

Thus the struggle for oil comes to be the domirmting factor in 
the ecortornico-political situation throughout the area that 
stretchei from the Eastern Mediicrranean to Persia and, beyond 
Per^a, to Burma, Borneo, and the Dutch Indies. The oil of this 
r^on is indispensable to the countries which aim at advanced 
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roodcm tcdtniques in peace or wstr. It is not indispensable: to tte 
United States; but the Amcrkan oil coropanits, wliich have built 
irp a worldwide supply network for the e.%pori of American oil^ 
arc now envisaging the loss of their world markeu iin]<^ they can 
get command of large raourecs of oil outside the United States^ 
and even outside the American continent. Hence the agreement 
which has given them an eseduaive concession for the exploitation 
of the oil rcsourcca of SaudJ Aiabin—believed to be ^e largest 
in the world—and hence loo the agreement under which Ameri¬ 
can companies are to buy large and increasing quantiti-cs of the 
unrefined output of the Anglo-Iranian oilfidd, for refining and 
distri bution und-^ the auspices, and for the profitj of the American 
concemSr 

The Kirkuk oilfield, in Iraq^ is already connected with the 
Mediterranean by a pipe-line which,, dividing into two I>ranchcs, 
reaches the coast at Tripoli and at Haifa. This oilfield is owned, 
in equal shares, by die Anglo-Iranian, the Royal Duich-Shetl, 
an American group of coropameSp and a French groupj and the 
French are annoyed at being left out of the agreement betwOT 
the British and the Americans for joint exploitation of the Iranian 
supplies. In Northern Persia, there has for yeari pa^* ^ 
struggle for concessiDns betweert the Americans and the Soviet 
Union—^ stru^e which goes far tovnuda explaining the 
of Persian politics and the coincidctice in time between mcreascd 
Amcrican-Britbh ‘toughne^* towards the Soviet Union and the 
overthrow of the prt>^oviei Nationalist Govemment of Fcr^an 
Azerbaijan^ The recent American plans, of which the agreement 
between the American companies and the Anglo-Iranhm Ou 
Company form part, include projects for the construction of tvw 
new pipe-lines—one, across Southern Iraq and Norihcm ApbU 
and Transjofdania from the South Persian oilfields to Haifa m 
Palestine^ and the other, further south, from the Bahrein and 
Saudi Arabian G^dds through Arabia and Trarajordania to a point 
as yet not finally determined, on the Palestine coast. 

If these projoeti are carried into eflect, Palestine ’Lvill become 
the principal centre for the shipment of the increasingly important 
oil supplies of the Middle East, and the Amencans^ as the 
prindpai concessjau-hGldcrs and as the main suppUers of capital 
for extraction, for tramniissLon by pipe-LLne, and for refining* 
will have a large vested mterest in the politlcfl of the Near and 
Middle East. The BriUsh will be, in these matters, the partnm, 
willing or reluctant, of American capitalism; and the British 
Government, which Is a large shareholder in fhe Anglo- Iranian 
Oh Company and is represented by government-appointed 
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directum on its board, will be direedy mvolvcd in this partnership. 
The Soviet Urdoni for its part^ wlLL be cut off any share in 
the exploitation of the Arabian^ Iraq, and South Persian oilfields, 
and niay be denied^ by the manceuvrei of the oil cofnpanics and 



of the Govemmenu behind thtm^ the chance of dcvelopmgi or at 
any rate of developing e^tclusively^ the potendatities of the sdll 
lar^y unknown od-bearing district of Northern Persia. 


Oii cTui Politics in the Jiftar and Middle East 
Under these drcumstanccs, for as long as world polidcs con¬ 
tinue to be dominalcd by the possibility of war betvi^ecn the 
United States and die Soviet Union, there can be no chanee at all 
of any stable settlement of affairs in the Near and Middle EasU 
The oil concerns, even if they give better conditioiiB of employ- 
zDctit for local labour than would eadst in their absence,, will 
evidendy support those political forces in the countries concerned 
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which they deem likely to be messt favourable to their require- 
Eoenifl; and ihe Soviet UnioT^ on its aide* not beirvg strong enough 
to mointaiti its claims by direct assertion ngolnst the combing 
Anglo-American Gront* will no Iras evidently do what it dares in 
the way of s-tirring up trouble by spreading Ck>mmunist propa¬ 
ganda among the industrial workers employed in the oilfield andp 
where it caopi among the peasants and poorer inhabitants 
generally^ This propaganda may not be very success ful in the 
short run;; for at present the emphasis is on an Arab solidarity 
uniting all classes in a demand for pobtic^ii independence^ ana 
the eustenee of the Palcstinlaxi problem and of tbe dispute 
between E!gypi and Great Britain over the Control of the SudaUp 
as well as the imcertain position of the Arab population in the 
French African empire^ serves to focus attention on political 
rather than on economic grievances. If| however, American oil 
interests, working In associadon with British interralSr ralabUsb ^ 
virtually complete control of the mineral resources of the Middle 
East, and of the lines of distribu tion leading to the Mediterrancaiit 
Arab and Iranian nationalist feeUng among the masses will be 
bound tn the long run to turn largely to the Soviet Union. 

In the meantime, the United States holds the whip hand 
economicallyr but it has been politically tn a weaker poridan, 
because American politicians have i>ot dared ion openly to base 
their intervention In the Near and Middle East, or their interett in 
the Falratinian problem, on the oDy foundation upon which it 
largely rests. It docs, however, admirably suit the b^k of the oil * 
interests that political relations between the United States and 
the Soviet Union shall be bad, because, the worse they are, tlic 
more can American inteniention be represented as a necrasary 
preventive against the spread of Communist iniluCLncep rather 
than as a support of the oil-imperialism of the great capitaliat 
coiioems. American tnterventiou in Greece and Turkey is closely 
related to the lutercsu of the American oil companira in the 
Near and Middle EasL 

In all this manceuvring, Great Britain is being dragged along 
partly by the British oil concerns which w^ant protecdon for their 
interests in the Middle East, but mainly by me knowledge that 
the British porition as a whole in the Eastern Mcdjtemnean and 
in the Near and Middle East is entirely untenable without 
American support. Many American progressives denounce the 
policy that is being foUgwed aa one of unwarrantable support for 
“Briiisli Imncrialism,” without understanding that British 
Imperialism' has in reality become a fh^ade behind which 
American capitalism ii ctitrencfeing itself in a world power which 

93® 


Great Bru^ IS no longer strong CDough to sustain, even if it had 
the will. BnUsh Government, despite its Socialism, acqiiiesca 

in the policy of playing the game of the Americam because it doe* 
not see bow' to do without them, and is in no wise prepared to 
attempt the admittedly dilhcult alternative of CQnung to tertns 
with the Soviet Union, The leaders of the Soviet Union, seeing 
the wca^cM of the British posiUon and regarding the British 
Labour Covcnimenc os a great deal more willingly ‘imperialist’ 
than tnost of its membere actually are, feel tlicmselves the victims 
of an American-Bridsh capitalist btsc which is dctcmimcd to shut 
them out from every source of vital supplies tliat can be kept 
^■ond thetr reach j and the foreign policy ofhCr, Aidcc and Jwt. 
Bcvui, wliatever their intentions, reinforces iljcse suspicious. 

All this time the military Jcadeirs are insisting—and here J mean 
the Americans as well as the Bntish'—'that thne must be adco uatc 
strategic bases in the Eastern Mediterranean and in the Near 
East, not so much to keep the Mediterranean open as a highway 
in time of war tw to prevent the Soviet Union from descen^ng on 
the oil and other resources of the Near and Middle Eastern 
countries. That is die cuplanation of the frenzied ftjarch for 
adequate bases elsewhere in face of the necessity of evacuating 
I^^TOt, That explains the American desire that Cyprus should 
be handed ovw to Greece—i,e, to American control. That 
explains the otherwise inexplicable policy of the Labour Govern- 
jnent in Greece, and that underUes the ambiguities aud apparent 
iJiiliraJmes of the handling of the problem of Palestine, which is 
not in truth only the problem of Jew-Arab relations, but pre¬ 
eminently the problem of world relations and potver politic in 
what has become the key area in the struggle between rival 
social systems^ 

Egj^t md thi Sudan 

The strongest of the Arab States » Egypt; and %ypt, while 
nonunally independent, has bm in fact for many years past under 
British n uhtary controh Cairo was the main military centre 
throughout the war for operations in the K«ar and Middle East, 
and remains as a centre to-day; for though the British Govern¬ 
ment has pledged itself to evacuate Egyptian territory, the evaco- 
arion b preceding only by stages, and large British forces still 
remain. AH tlirough 1946 negoUatiom w^ere going on for a new 
treaty between Great Britain and Egypt; but their progros was 
far from si^th. The defence of Egypt, and the conduct of war 
operenons from Egypti^ bases played a vital part in the strategy 
of the second World War; and the nulitory' leaders were insbtent 
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that, even if the country had to be evacuated for poJitieal reasons^ 
the right to rc-occupy it at once Iti the ^ent of war muat be 
served! a^d adequate bases must be malntauicd near at hand to 
ensure the sucxesaful defence of the entire region. This^ ai we shall 
itc, was one of the (actors bedevilling the problem of Palcathic; 
bnt It ^so stood in the way of a treaty acceptable to Egyptian 
nationalist sentiment. The successive Egyptian Governments 
which the British endeavour«?d to conclude a treaty did not in 
fact represent the main body trf Egyptian opinion; for the Wafdwt 
Nationalist Party, the largest in the country^ was not represented 
cither in the Government or in the Parliament to which it was 


nominally responsible. But even "pahw;®* Governments cotild not 
venture to agree to terms which nationalist sentiment would be 
certain to repudiatej and the negotiations were further compli¬ 
cated by the vexed question of the Sudan . It was, however, stalcdp 
when the Egyptian Government broke off negottadons in 
January, 1947, that, except for the question of the Sudani 
complete agreement had b«n reached. 

Legally, the Sudanis Egyptian lenitoryp under final EgyptUu 
sovereignty, but subject to a ^Cksndonmuiim^ of Great Britain and 
Egypt which has meant in practice that it has been ruled endrefy 
by British administrator^. The Egyptians have long resented 
thdr CKclusiori from administrative posts, and have dmnicd that 
at the least the Condominium ought to be made a reality^ In 
recent years there has been a growing fiadonaJist demand for the 
entire transfer of the Sudan to Egyptian eontroL. Great Britain 
docs not dispute that the Sudan is under Egyptian sovereignty; 
but the British administration has pledged itself to aUow the 
Sudanese to decide for themsdves, when the time comes to end 
the existing system, whether to come under Egypdan rule or to 
declare for independence. At one point in the negodadons of 194® 
great confusion arose w^hca the then Egyptian Prime Mimsts', 
Sidky Fasha^ declared after a visit to London that he had secui^ 
from Mr* Bevin a pledge to hand the Sudan over to Egypt's endn; 
sovereignty, whereas the Governor of the Sud^ui reiterated a 
promise to the Sudanese that they should not be handed over to 
Egypdan ride save with thek own consent. The draft agreement 
between Mr* Bevin and Sidky Pasha was not pubEshm at the 
time, and it remained uncertain what had really been said; hut 
the British Government stated that, while li did not dispute the 
fact of Egypriaji sovoeigney over the Sudan, it had given no 
promise to Sidky that was inconsistent with w^hat it had promts^ 
to tlie Sudanese. When the wording of the draft was finally dis- 
closedf h appeared that it was ambiguous, so that the two parties 
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had been able to interpret tt in quite diflerent ienws. The 
Eprpdaji) maintamcjd that the prowlx to the Sudanese, that, 
when the time they shciiila be free to decide for or against 

wdf-govemmcni did not extend beyond ^elf^govcrmnciit under 
Egyptian Grown; whereas the Britkh argued that they could 
not renise the Sudanc^ the nght^ when the Condominium ended, 
to declare for complete independence. 

In the Sudan iuelff opiruon is divided. Political organbation 
is not highly developed; and there is bitter conflict between two 
rival reUgious factions, each led by a powerful pcfiooalit)'. Tlie 
larger of the two main parties, the Ashigga^ U hostile to British 
rule and favours the Egyptian connection, subject to Sudanese 
home rule, whereas its nval, the Ummn^ stands for complete 
independence of both Great Britain and Egypt. Behind tliese 
ppttes stand the rival retigious Leaders^ Sir ^i el Miighani and 
Sir Abdd cl Mahdi» Neither the Brid^ nor the Egyptians arc 
prepared to concede at present either full sdAgcveirunent or 
indepCTdcnce; and the Egyptians are hostile to independence 
even in the long mn^ partly for ordinary imperialist reasons^ and 
p^dy becatLse they desire to have complete cuntm] of the NDe 
Valley and its waters^ and to oust the British from their contml 
of the important ootton^growing area of the Sudan^ For the 
Bridsh, the evacuation of Egypt would gh-c the Sudan an 
additional mUiiary importance; and there are of course also 
substandal economic interests lnvol%'ed. 

These complications explain ^vhy Mr. Atdce^a eategoricai 
promise to evacuate Egypt under a nevv Aiiglo-Eg>'pdan 1 rcaty, 
so far from leading to more cordial relations between Great Britain 
and the Egypuans* was followed by an acrimonious dispute wliich 
was left at the be^nning of 1947 entirely unsolved. There had 
been, meanwhile, a very rapid growth of nationalist movements 
among the Egyptians, including the peasants, who, hitherto 
largely marticulatej have come under the influence of a new 
movement of religious nadonolimi. Egypt b the natural centre 
for the increasing acti^ties of the Arab League, which, Unking 
together the w^hole Arab world In a common endeavour to assm 
Jtsdf as a force in world politics, has found in the great power 
rivalries in the Near and Middle East, and in the weakciwg of 
both Frcmdi and British Imperial pcnveTi as well as in the vacBla- 
tions of British policy in Ernes dnCj the means of arousing strong 
wpul^ sentiments in every Ai'ab country . For the moment, the 
Palesdnian problem occupies the central point of tendon, and 
of attention fiiom world ophuoa; hut the Egyptian crUU is only 
second to it, and may at any moment, unless a sctUemetit can be 


reached, ium into a major international issue, fn Januar/p J94?, 
the Egyptian Govemmeni ofNokniihy Paaha^ after breaking off 
the negotiations for a new Anglo-Egyptmii Treaty, annountet^ 
iis Intention of referring the quesuons in dispute with Great 
Britain 10 Lf.N.O.* without making dear under which clause of 
the Charter it was intending to proceed. 

Tki ProMem Pslestinw 

The cry goes tip on all hands that, howt^ncr the problem of 
Paiesdne is ioK%d, the soLutlon ought to be The Ecomnnkt 

wTOle, tn an ortide on the subject on August ^rd^ 194.6, “a ne^v 
and influe ntlaL body of people have come to see that, whatever 
else a plan for Paltsiinc presems, it must offer a reasonable hope 
of securing njbwl scttlEment." Quite so, if such a settlement be 
possible^ but the one tiling plain in a situation of exceeding 
obscurity is that, as long as war remains open as a mean! of 
deciding human conflicts, no settlement in Palestine can possibly 
be final, or at least that the only finality practicable unckr such 
conditions would need to be based on the complete cxterjnination 
of the Palestine Jews. If tbe Jew:? now in Palestine were wiptrf oui. 
and the whole country reverted to Amb possession, that settle- 
merit might be final' for the Jews froiu outside Palcsdne would 
probably be powerless again to raise the issue o fa Jewish National 
State, or even of a Jewish National Home, in the Holy Land, Ifp 
howi^cr, that solution is to be ruled out, no possibility of a 
solution retnoins, for the simple reason that a renewed outbreak of 
w'ar between the Great Powm—or even a complete breakdown 
of relations behveen them—might obviously upset any solution 
attempted in the meantime, and that accordingly cither Jews or 
Arate or both >vould inevitably refuse to accept as Anal any 
solution in which they might be compelled to acquiesce agarnst 
their wilh* 

The hard core of the Palestinian problem is that the territory of 
Palestine li« right in the middle of a group of Arab States. These 
States, long accustomed to subjection, have Iweti able of late to 
assert their independence, and have come together into an Arab 
League which is a point of focus for strong nationalist sentiment- 
To the north of Palestine lie the Republics of Syria and the 
Lebanon, newly escaped fram French rule. To the cast lies the 
lojjfely desert area of Transjordanla, iccently recognbed by Great 
Bn tain, the former mandatory power, as an independent Arab 
kingdom. To the ^uth lie the Arab kingdoms of Egypt and Saud! 
Arabia, As w have secni the latter has recently become an im¬ 
portant factor in world politics because of the discovery beneath 
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ite soil of what is believed to be the world’s greatest odfieW, for 
the exploitadoit of w hich Americaii dompaiiics Iiavc secured 
CDRcesnons extending over a vast urea. The oil question reacts 
seriously on the problem of Palestine because the natura] outlet 
for pipe-lines to oil to the Mcditerrantan is across P^estinc, 
which has thus become important to American as wdl as lo 
British politiciiins for economic as well as for political reasons 
Laji^ but not least important, to the west ofPalestme lies the Mcdi- 
toiran^ Sea, whose eastern part forms animportant link in Great 
Briiam s cotmnirnicatiotis with Asia and, even apart from oil an 
area of immeiac stratt^c importance in the calculations of all 
Statesmen and miliu^ authorjues who am Iraming polidbs with 
an eye to the possibility of another war. 

If the Jews were not, as they are, a highly civilised people with 
as stroiw national cultural and religious traditions os any in the 
irorJd: if they were not, besides this, for the most part a homeless 
people witii their l^ing penalities scattered over the Ihce of 
the earth and holdlog positions orhigh importance and influence 
in many Stat«: if ^ey were merely a haadfiil of Levantine tribes¬ 
men who had survived after many centuries of Arab conquest and 
of Turkish rule^it would be natural to suppose that the develop¬ 
ment of Arab natiotialism would ensure the conversion of 
Palestine into a State under Arab role, with Jcivs living there at 
best on the terms on which many jew-s—the ^haidic Jews-^Jd 
live there, century aficr century, under the Turks. But the prerent 
Jewish population of Palestine includci, besrides the old Jewish 
inhabitants with their relatively primitive standards of culture, 
the inunigrant Jews who have settled there mainly since the 
cBtabl^mcnt of the new State, under British mandate, after the 
first World War. These settlers are by no means all of high cultural 
standards, or used to a high standard of Imng. Many of them 
have come from Eastern Europe, and had been used to hard con¬ 
ditions of life. But they are under advanced and cultured leader¬ 
ship and have settled in Paicstine under the auspices of world 
Jewry, which has supplied them with capital to develop their 
settlements along advanced lines and lias enabled them, on the 
basis of their national capacity, to create for themselves 
standards of liviog a long way above those of the Arab population 
in the midst of which they have settled down. These Jewa have, to 
a laige extent, established themselves on land acquired fiom Arab 
owners who had previously made little of it, in Jewish villages 
founded largely on co-operattv’e principles and carrying on a com¬ 
munity life quite apart from that of the Arab poptilatjon. A sub¬ 
stantial number are in Td-AvH'—a handsome modern town 
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which thty have cixated^and in where they hav<s built 

with Arab as well as Jevdf^h labeiir a %vell-cquippcd modem port- 
Many Jews have naaintained—aiul Jewish Socialistn have main¬ 
tained coTMistcntly —that the problem of the living together oftlic 
two peoples is soluble otily by their Learning to work together 
under equal conditionSp and that accordingly it is indispcdsable 
to raise Arab pay and Arab quality of workmanship to a level 
with Jewish pay and Jewish workmanship. But this has not hap* 
petted: It demands both cLme and a delibcfate policy of Amb 
education—to say nothing of a political environment in which 
stability would be guaranteed. Instead^ the two races have for the 
moat part lived Uieir own sepiarate lives, at w'idely different 
standards and on a basis of widely diiTercnt cultureSj and both 
have lived under an alien rule which has meant that neither 
could fed any sense of responsibility tow^atds the other* or for 
avoiding action which might make co-operatioa harder. Each hjW 
been tryings naturallyp to pul the maxirnum of pressure lU 
its own mterest upon the alien ruling power; auid every disturb* 
ance of world conditions has made for more intense pressui^, 
because it has aroused hopes of fishing successfully in troubled 
waters, and hm weakened the resouroes at the immediate disposal 
of the mandatory power. 

Thi P<fputnHon q/ Pdistim 

Most Jews, as well as most Arabs, do not live in Palestine, The 
total population of Palestine grew from 750,000 in 1922 to 
1^763,000 in 1944- The number of Jews mse over the same period 
from 64,000 to 550,000—from 13 to 31 per cent, of the total. This 
increase in the Jewish population was due mainly to immigrattoui 
ft>r the Jew^tsh inhabitants have a relatively low rate of natural 
incieasc^ Betw’ccn 1941 and 1944 the Jewish annual rate of 
natural increase w*aa i -8 per cent., wheraut the Arab rate was over 
3 per cent,, and was rising iharply. From 1922 to 1925 the com¬ 
parable rates were 2 per cent, for Jews, and 2-5 per cent, for 
PaJatmian Arabs. Thus, the Jewish percentage of the populadon 
has risen because of immigration^ but in the absence of further 
imirngmiion it would at once begin to fall off. IT the Arabs could 
slop Jewish immigration, they could thereby ensure a rapidly 
increasing numerical preponderance in Palestinian society. 

HV/d Jiwty md ihs AruA IVbWd 

The greai majority of Jews are not in Palestine, but in Europe 
or in the United States. There are in the United States at least 
five million Jews—nearly ten times as many aa there ai« ha 


Palestine. There are abouE 9^665,000 Jews in the Soviet Utudd, 
abouE 1,900,000 in the rest of eondnental Emopc, and ahciit 
350,000 in the United Kin^om, The tOLaJ number of Jews in 
Europe has been reduced jrom nearly ten millions in tg39 to 
about 4,395^000 in 1946—so terribly have the JciVs in Europe 
suffered under the Impact of and-Smiitism and The sur- 
vivom indnde, according to the estimate of the Anglo-Amcricjui 
Committee of 1945^ no few^er than 391,000 refugees and displaced 

E ersons; and the pressure of these unfortunates to find a new 
ome, if possible in Palestine^ gives the Palesdnian problem Iti 
appalling urgency. Their claims are pressed by the five million 
Je^vs in the Unllrf States; for this body of opinion, too weat to 
secure the opening to them of the doors of the United States, is 
strong enough to mfiuence the American Gervemment to urge 
other countries to do something for them—and in particular to 
press Great Brirain to admit a large number of them to Falesdne. 
That is one side of the picture. 

The other side is the Arab redstance to immigration. This is not 
simply the resistance of the Arabs in Palestine. It is also the z^lst- 
atice of the entire Arab League, which has behind it the power to 
create acute disturbance over the whole area of the Near and 
Middle East and in Afirica right along the MeditetniiiEan coast to 
Algeria and Morocco, Any disturbance of Arab feeling directly 
affects France as wU as Great Britain; for it threatens the French 
Empire in Northern Africa, and the Fretich, having been driven 
item Syria and the Lebanon, are highly sensitive about their 
standing in what itMuains of their colonial jpossesdons. For the 
British, a policy of fiiendahip with the Arab States of the Middle 
East has hitherto been regarded as indispensable in cfic Interests 
of British Empire communications, and has also been pursued 
because of the fear that relations with the Indian Mc»lcms w'ould 
be'w^orsened by any rupture between Great Britain and any part 
of the Moslem world. 

PaUitint a Wbrtd Pr^blm 

Thus, the problem of Pales^e carmot be localised. It is by its 
very nature a world problem, entangled with international rela¬ 
tions at many points, and with erk^ess repertnissions on Great 
Britaints relations with other countries. Never was there so intract¬ 
able and inconvenient a mandate as that of P^cstine—even if the 
compllcadons had not been made infinitely worse by Great 
Britain's past action in makir^ inconsistent and irreconcilable 
promises to Jews and Atnbs before the mandate wag established^ 
For there is no doubt that the Balfour Deckration of 1917 led the 
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lo hope for a ‘National Home* in Palestbc that would be in 
cficct a Jewiih State, or that British promises of Arab independ- 
ejicc h-eir couched b temia which led the Arabs to reeaid 
Palesune as falJing withSn their terriloHal range. The fijll incon- 
Mtenqr of these pnomws appeared only gradually: indeed, the 
eH«t was visible only when the question of Jm^Tsh immigra- 
Uon changed its character because of the development of anti* 
Senut™ in Europe, Only when Hitler bad set forth on his 
crusade of extermination against the Jcut in Europe did the 
pressure to get to Palestine come to extend to literally millions of 
Jews who could see no hope of being suffered to Uve at aU, or at 
elKwhm'^ conditions of appalling humdiaiion, 

Tht EumoptUs of tmmigralisn 

Thus, the oontempordr>- setting of the problem is that there art 
displaced and refugee Jn« looking for a new home, 
besides ^ny more who would escape if they could from their 
nn^ Mgment m Europe, Even if there were no political 

of any considerable propor- 

dim^K, for they could not be settled there, so as to haw the 
pwb^tics of a tol^le life, without the expenditure of a very 

dm aW thlr t" 3«>,00o Jet« at most, idth all 

tiiat Jci« aU Qvw the world have been able to offer 

^ involved. If anything appioaching the 

to '946 were actuaUy 

fiUDnlvtni? rh * ^ ^ private help in 

S ?^ «»I*i the capital 

sources. If tlic United 
btates meant renously its demand that 100,000 lews should be 
allowed into Palestine, it should in sheer logic have coup^ its 

™"'Iy 'he costa oftrans- 

K ^ 'he capital 

SSidons ^ “^l«ctory economic 

iJSt*'ofa?a™i^ “’i? t»^e. available, ihesucccssfultstablish- 
no^bfe of additional settlers in Palestine would be 

If foreign markets could be found for a considembly 

^rTl ‘»^*’'^“5huan products. Palestine is a ^all 
CT^try-ahout the size of W-alcs^witli scanty raw matwM 
re-wurces and only a small area of fertile land. Much of it is arid, 


especially jji tilt south, and even in the north much of the interior 
is mountalnom, TFie main fertile area lies alon|^ the sea coajitj 
though there are feritlc upbnd valleys in the iniertor. During the 
war years, when Palestine hecame a great troop centre and supply 
base for British and other Ailicd forees, there was a practically 
unlimited market for local products^ and imports were mamly 
cared for by the trading agencies set up fur war purpo^^ Under 
conditions of jjcacc, Palestinian ability to support a larger papula^ 
tion depends greatly on the state of world markets and on the 
existence of relations favourable to trade with neighbouring 
countries. A slump in world markets, coinciding with antagonistic 
relations with the neighbouring Arab Stat«^ could place the 
Palestinian economy in an cxc«dingly awkwasd predicament, in 
view of its great dependence on foreign trade for the means of life. 
Ncvertbclcssj the settlers already there have so good a record of 
adaptation to the conditiDns in which they liavc been placed that 
it seems bc>ond question that a considerably larger Jewish popula¬ 
tion could Jive there at a reasonable standard if they could rely on 
favourable marketing outlets lor the firuits of their industry. 

The PoUtks Imm^ation 

The main obstacles, then, to further Jewish immigradon must 
be regarded as political rather than economic^ though the con- 
^dons of economic success need to be carefully noted and taken 
into account in any settlement. PoHdodly, the obstacle is that the 
Arabs regard Palestinei which they have occupied for centurieSp as 
their country^ and the continuadce of Jewish immigration as 
threatemng to turn it into a Jewish National State^ in wliich Arabi 
would become hewers of wood and drawers of water to a Jetvbh 
ruling group. There U plainly no way at all, in face of the growth 
of Atab national feclirg, of altering this attitude by any sort of 
persuaaon. It may be possible to show that the presence of the 
Jewish immignints has improved the economic conditions of Arab 
peasants and labourers and has put money inEo the pockets of 
Arab landosvncrs who bad done nothing to develop the land until 
the Jeis-s came^ Such demonstratiom will not at all disarm the 
oppfssition of the Arab sheiks and landowTicrs, who do not want 
the standards of living of the Arab masses to be improved in any 
way that will vi-eakcn their own power; nor will It convince the 
4 ‘Vrab maM«, who dislike the spMtaclc of the Jews setthng among 
them at higher staiidards of skill and culture and taking on the 
positions in the counlry, Arab hostility to ^ 
Jewish immigration is to be expected, and nothing that can be 
done will remewe it. 
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Under these eirciiiiistnncc9» no plan that mvnU'ea a fwnJicr 
infiJtradon of Jewish set den into a mixed State can possibly 
Succeed. Any such de^'elopmcIlt is bound to involve coniitiuous 
tension and the continuance of an alien guvemmjent keeping the 
peace by a display of force. It is quite inconasient with any 
advance to^vanit s^^govemment by Arabs and Ji!ws working in 
friendly partnership. Nor can su-ch a settlement have any sort of 
finality. It would leave the two sections of the population to 
mancenvre continually against each other for advantage, and 
against the ruling power; and it would leave each of them to be 
cheered on by the majority of their respective compatriots out¬ 
side Palestine, 

Parliiiont Fats€ and GiTmint 

The solution most recently advanced by the British Government 
in the summer of 1946 held out no better prospects. Partition 
would have some sense if it divided PaJcsdnc into tw-o distitici 
States* one under Jcivtih and the other under Arab government, 
and if It left these t^^'o States thereafter to face their own problems 
and to settle them, within very wide limits, as they thought best. 
There Is no hope at aU in a plan of partition that would concede 
to the separate Arab and Jewish areas no more than local or pro* 
vlncial powers, and would reserve in the hands of an alien central 
government the key powei^, and abov'c all else the control of 
immimtion* The power of ail poweis that the Jews in Palestine 
must have, if lliey arc to be given any real freedom, is the right to 
control entrjf' from outside into the area assigned to them^ If thg 
area were small—it would in all the cireumstaiices have to 
its power to absorb immigrants would also be small. But the 
restriction On immigration would then come &otn the jew^ them¬ 
selves, and would be recognised as proceeding fiom causes beyond 
anyonc*s power to ^ter. It would not be possible* as it is now, to 
blame the ahen ruling power for not doing what simply cannot 
be done, as well as for not doing w hat could be done if there were 
no political obstacles in the way» 

Pakstini as a Basi 

The plan of partition without any conces^on of real power to 
the partitioned groups would be bad enough, if this were all. It is, 
however* ^ no means all Under the scheme 10 which 1 am 
rt-femng, it was propcised to assign the large and largely arid 
district of Southern Palestine to tieitlicr Jew nor Arab control, but 
to continue foreign rule, nonunally with, a view to possible par¬ 
tition at some tune m the future, but actually, ax everyone knew' 


perfectly well, because Great Britain was engaged in establishing 
there a great military base, to replace the area previously 
occupied in Egypt, and because military opinion regarded the 
retention of this base as an integraJ port of the strat^k systtin of 
the Eanern Mcdtleirsnean. Nor is it possible to dissociate the 
attempt to retain military control in Palestine, or the American 
interest in the Palestinian problem, fiom the politics of oil or 
from the projected construction of new pipe-lines across the 
country from the oilBdds of Persia and Arabia. OFTicuUy, 
nothing was said about such unsavoury matters as these by either 
British or American spokesmen ‘ but, as lar as I am aware, nobody 
disputes the fricts. 

It enuTinr be stated too strongly that the use of Palestine os a 
military base is entirely inconsiiteiit with the terms of'trusteeship’ 
on which British statesmen profess their intention of hold^ 
Palestine, os well as with any workable solution of the Palcsdoc 
piobleni. It is very much to be hoped that, if any proposal of this 
sort is ever put before U.N.O., it will be ignomtniously rejected, 
and that Great Britain will be told to clear its military establish- 
ments, beyond those necessary for ptnely local purposes, out of 
Palestine as a condition of being recognised as ‘trustee.’ But it is 
still more to be hoped that the proposal will be dropped, and that, 
instead, a teal ptan of partition, including the renuncdaiion of the 
mandate and the conctssion of complete self-government to the 
new Jewish and Arab States, will be put forward. This would not 
necessarily be inconsistent with reserving an area in Southern 
Palestine for future allocation, provid^ t^t in the meantime no 
military bases were established or maintained in it, and that the 
concession of independence m the areas actually assigned to Jews 
and Arabs were made as complete as parallel concessions have 
been made in Syria and in Lebanon at the expense of the French, 
' Nor would it be inconsistent with intcrnationAl guarantees of the 
integrity of the icmtories of the small independent States con¬ 
trolled by the separate Arab and Jewish Governments, or with the 
granting to either of special financial help towards their successful 
establishment on sound economic foimdations. There is no reason 
why pipe-lines for oil should not run through Palestine—indeed, 
they must. But there is every reason why oil should not be made 
a reason for Anglo-American military and political domination 
on 2m exclusive basis, 

Arab Patistm 

Against this policy it Is urged that the Arab part of Palestmcj 
coxuLstiog laigdy of the mort: tctountaloous regioDiand cootainicg 
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a large tract of sheer desert^ could not possibly maintain itsdf 
^ an mdeprodent country. It is true enough thatj if there were no 
intractable racial probiem^ no one in his senses would wish to 
partition Palestine, which is already too small to fonn a satis- 
Jactory State on its owuh. But it is also true that Arab Paiestjncp 
shorn of the prcdominamly Jewish districts, would not tCi in 
relation to its area and population, less fertile than other Arab 
States;^ and that it would be cap^ible, given inidaj help, of sur- 
viving and devTioping as a partner in an Ajub federation of 
neighbouring States. There is inicnse need for capital help in 
devciooing the whole Arab territory' with the aid orintcmiitinnai 
capital supplied on terms, not of capitalist exploitation, but of 
contmlled intemationkil invemnent of the type dbeussed io 
previous chapters of tht* book.^ 

The Cast J{3f Reai Fartitim 

If partidon were carried through on these lines, under inter- 
nat ional gnaran lee, as a de\''elopji]eti l of the plan recommended 
by the Peel Commission m 193^, it is irwnable to hope that the 
settlement would be regarded* it not as final, ai any rate as more 
durable than any other settlement that h at present within the 
mnge of practicabjlity. Finality, as we have seen, is not to be 
looked for as long as there remains any prospect of the whole 
world being thrown again ioto the melting pot by war. But a par¬ 
tition under international auspices, especially if the Soviet Uniofi, 
through U.N.O** became fully a party to it* would con&ont the 
Arab Stales with a situation which they would have strong induce¬ 
ments to resp^t. Their prospects of international help in lacing 
their problems could be made to depend on thcLT r^pecting 
ii; and ii » not too much to hope that, if world ivar could be 
avcftedp^ it would become possible for hiendly relations and 
^onomic co-oppration to grow up between Jewish Palestine and 
Its Arab neighbours. 

how«'cr, wiU not be possible at all if either the proptiscd 
partition is made in such a way as not to conJer any real independ- 
cnee or, even if it U, ihould Great Britain, with or witiiout 
American bacting, seek to combine partition with the tnaln- 
icn^c^fa great military base in Southern PaJestine. It may be 
awkw^ for the Bntish to be compcBcd to evacuate Egypt; but 
tliat them no sort of right to convert to military use a teni- 
tety held under mandate, or to make the unhappy remnant nf 
Jewry the jpoit of the military requirements of British imnenai 
power. Nor* of CDurse, in a world free fit>m the throat of war, 

1 See pp, 


would the position of Palestine athwart the maiii route far the 
trajisport of oil to Europe make any vital dlffcirence to the 
settlement of its political prabLenu. Yet, given the world as it is, 
these things do obviously make an cnormo us diflfcrcnce* and must 
affect the practical poUcies and calculations of both lews and 
Arabs, as well as of the Great Powers which interest thcniselvci 
in Palcstinbm a^irs. 

This chapter was finished before the lamentable devdopmenti 
in Pdestinian affairs during the opening months of 1947^ Mr. 
Bevin's reiterated rejection of partition, despite known dissent 
within the British Labour Cabinet, led to a feeling of despair 
among the Jews, both in FaJestlne and elsewhere. I t caused the 
World Zionist Congress, hitherto on the moderate side, to go 
over to a Jen accommodaiing policy: it greatly strengthened the 
terrorist minority among the Jews, and it led to mi attempt by 
the British authorities m Palestine to govern the coant^ by 
martial law—an attempt which could hardly succeed, and was 
bound to he ruinous in its economJe edects. At the same time 
Mr. Bevin^s attitude encouraged intransigicaiice on the Arab 
side, and committed Great Britain to either maintaining indefin¬ 
itely a costly army of occupation under condidous most tm- 

E lcasant to its memberB or withdrawing in such a Avay as to 
^vc the unfortunate Jewish inhabitants in an utterly impossible 
position. The Britisli deeidon, early in 1947, to refer the whole 
question to the U.N* 0 . Assembly was merdy a pmtiEw off qf the 
issue; for how was U.N.O* espcctcd to deal wiui it? There is no 
solution'—at any rate no tolcmhlc solution—except partition; 
and the longer real partition is deferred, the less chance can there 
be of its Jucc«s- 
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CHAPTER Xt 


THE UNITED STATES IN WORLD AFFAIRS 

XuE United States, aa v/c bEvE acco in an earlier leciion 
of diii book, is by £ir the wealibicat CDuotry in the whole world,' 
and in gcracml tli£ highest standard of Jiving. It would, 
cvicr, be a grrai mistake to think of the United States as a i^iuntry 
that has baniihcd poverty and insecurity from its people's liw. 
It ii, on the eontraryp a place of sharp niontrastt, not only bctvvecn 
persons, but also beti^'cen areas; and it is object to extraordinary 
ixLstabUity. In the great economic crisis whidi, begiiming in 
America, swept over the world in 1931 ^ the nadonal inoome fdl, 
not merdy in dollars, but in real amount, by almost one-half, and 
industrial production dropped by more thnin one-half; There was 
a genera] panic, tvith banki cJosIiig ihdr doors, share-values 
falling sensationally, and unemployment reaching a pEodigicnisly 
high level. Thereafter came a slow and incomplete rtecovcryi 
brought about by vast public expenditure under the *New Dcal^; 
but right up to 1939 ihere had been no revival of investment by 
private capitalK>wners to the levd that had been reached before 
ilie dump. It needed world war to swing liie United States back 
to prosperity and boom, at fii^t m supplying the bcl%crcuis 
before Pearl Harbour, and then in meetly tic vast demands both 
of the Amciican forcca and home public and of the rest of the 
United Nations, which necessarily depended greatly on America 
both as arseniil and as lource of food and other consumers" goods. 
During the first phase of the war the United States drew in vast 
payments from Great Britain and other countries for w'ar supplies. 
Later, these supplies were financed Eiialtdy under the Lease-Lend 
Agreements concluded with most of the United Nations. These 
meant that the American Government was spending at a pro¬ 
digious rate, and was adding largely to the National Deht^ 
tliuugh, as American troops came to Europe, Lease-Lcnd pay¬ 
ments bceame to some extent reversed, as Great Britain in 
particular had to meet the expenses of American forces stationed 
in this country^ as far as they wett: represented by goods w'hich 
Great Britain coidd supplyn. V^Ticti the w-ar ended, there w-as a 
large Lcasc-lcnd balance in favour of the United States; and 
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a Ktxlemjcnt of all outstanding Lcasp-Lind oblations furnicd 
part of the Loan Agreements concluded bctwcEO the United 
States and Gitat Britain In 1946. In respect of the Ifase-Lcnd 
obli^tions considered in isolation thisscttkinciii looltcd generous; 
but it must not be forgotten either that Great Britain bad paid 
aivay great sums for Atnerican auppbes early in the war or that the 
sudden tertninatinn of Lcasc-L^nd when hostilities ceased i^uscd 
very Serious economic difficulties in view of the complete disloca* 
tion of British industrial production. 


7%r Great Creditef 

Tlie United States is not only by far the wealthiest rountry in 
the world, but also a great creditor of other countries. Up to the 
first World War the United States was a debtor nation, in the 
sense that fore^ners owned more capital invested in America 
than American citizens owned abroad. But ever since the war of 
1914-iS the United Stales tias been a creditor; and during the 
Iain’s there was a great outflow of American capital for invest* 
meni abroad, especiaily in Europe and in Latin America. These 
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{oaru served to babmee the accounta between the Uwted States 
and the rest of the Avorld, in htcc of the large excess of Aincritan 
exports over Unpom, The l%h v^mcrican tariff, as well as the 
wide diversity of resources available in the United States, Jimited 
the poweir ofotlicr coun tries to And markets for their goods in that 
coiintry; and the large purchases of American goods were made 
possible only by American capital loans. In particular^ American 
citizcTis made Urge Investments in Germany; and such payments 
of reparations as t he Germans in fact made were really financed 
by these loans. 

Then, first in the American boom of 1933-9 and Later in the 
depression that followed^ capital ceased to fiow out finem the 
United States. This made it impossible For other countries to keep 
up their purchases of American goodSp and was a considerable 
factor in intendfpng the slump. Moreover^, die Americans greatly 
reduced their own purchases of foreigii goc^; and other countries 
had to make considerable payments in gold to the United States 
in order to buy imports with which they could not dispense. The 
gold supplies of most countries began agaln^ as they bad done 
after 19181 to be transrened to America; and the Americans had 
to Uiltjc the gold} though they had already more than they needed^ 
because there was no other vray in whJcli their customers could 
pay them for their goods, 
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TTae second World War prorided the American economy with 
an ujilimitcd market for everything it w^ able to produce; and, 
especially after the ititroducdon of the Lease-Lend system had 
solved for the suppliers the problem of getting paid (by making 
the U,S. Government the source of payment), output grew by 
leaps and bounds. Prices were kept to a considerable fystent under 
control by special warumc legiilation; and wages w^cre also con¬ 
trolled. But fiill employment, overtime, and high piecework 
eaminj|s raised the effective incomes of w'orkers in the war 
industnesp and had a considerable cffecti as war plants were 
erected alJ over the country, in raising income levels in what had 
been poor and backw'ard areas. Fanners also did well, with an 
unlimited demand for their products; and there arose a scarcity of 
goods in relation 10 the spendable income in the hands of the 
public as a whole. 'Tticre was, howTver, no tationing comparable 
in severity wdih what was enforced in Great Britain; andj wlicreas 
hem the itandard of consumption fell sharply, in the United 
•States it notably increased. When v?ar ended there w^as some disr- 
location. Warnings dropped in many trades, and unemplo^Tneut 


rt^appc^ml. with large nucnben still away in the armed 
fortes^ the surplLti labour Irom the war plants was for the most 
part speedily absorbed^ and by the mJdcye of 1946 many of the 
conditions for a boom appeami to exists and to be held in check 
only by the continued enforcement of the war controls over prices 
and wa^cs. 

At this point the United States Congress refused to renew the 
price controls in their cjdsdng fomip despite the Government’s 
insistence on the need for thenij and put forward a bill which so 
emasculated die controls as to make them, in the Prcaidends view, 
wholly unv^orkahle. The President used his power to veto the Bill 
passed by Gongres, and all price cnntrpU under federal law 
lapsed at the beginning of July, 1946, Aiarmcd at the prospect of 
a runaway boom in prii^es, Congress set to work to draft a new 
bill; but this wtu at once cut about by the reproentativea of t he 
farming interests so as to exclude nearly ail [mportant foodstuffs 
from its scope. Latcr^ control oii'er most Eum products was re- 
imposed^ but in a greatly emasculated form; and at the end of 
July,, i^6t the President reluctandy signed a new Price Control 
Act which he knew would inevitably involve a considerable rise in 
the cost of Uvipg^ It ^vas in efiect impossible to undo the con¬ 
sequences ofa month^s uncontrolled pricc-incfeasM; and the new 
Act was so weakly drawn as to be unlikely to piovent further 
inart:a£cs in the prices of key commoditiei. It then became a 
question of how long it would be before the workers endeavoured 
tn secure wage-advances to balance the rising prices; and of what 
would happen when they did^ There was at any rate the poten¬ 
tiality in the United States of a tremendous struggle between the 
Trade Unions and the employcis^ who have bitterly disliked the 
great increase in Trade Union strength that has come about in 
recent yearsj and are still foigely hostile to any recognidon of the 
T%htj of collecdve baigaming. 

Tht Ammcm Labour Moomtni 

American Labour, though it has greatly increased Its strcngtlij 
is shaqjly divided between two mutually hostile groups. The 
American Federatiou of Labour^ the older body, is adll the biggest 
organisation, and represents the more conservative tendency. It 
consists largely of craft unionSp whereas Lis younger rival* the 
Congress of Industrial Organisations, broke aw^y ^m k largely 
because its leaders fclt an industrial basis of recruitment to be 
indispensable for organising the workers in the greac mass- 
production indiistriesj such as iieclp automobiles^ rubber, and 
textiles. At that stage, the leading figure in the C.LO. was 
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John L, Lewis, the President of the United Mine Workers, and his 
Union pla^'ed a very great part in creating the C,LO. Thereafter, 
Lewis quarrelled with the 0 . 1 , 0 ., largely on political grounds^ 
for he was violently hostile to Preddent Roosevelt, whereas most 
of the G.I.O, leaders were strang supportcri of the New Deal 
Levdi, as a result of this quamJ, tooh his Mine Workers and a 
number of other groups which he had organised back into the 
A.F. ofL., with the consequence that the dispute between the two 
can no longer be regarded as resting on the respective merits of 
craft and 'industrial* Unioniim—lbr the NIine Workers arc the 
most powerful industrial Umon in the United States. It is much 
more a personal and political quarrel, between the American 
Trade UnionisLs svho b^eve in capitalism and are strongly hostile 
to Sodalism and to the Soviet Union and a left wing which, 
though it is not necessarily Socialist, upheld the ‘New Deal’ and, 
through its Political Action Committee, founded by Sidney 
H ill man , threw its weight strongly on the side of Roosevelt and 
has since given backing to the most progressive candidates it has 
been able to find Jo both Federal and State elections. The C.I.O. 
forms the American section of the new World Trade Union 
Federatwn, which the A.F. of L. has refused to join, because it 
association with the Trade Unions of the 

U.S^SiR-. 


This division in the ranks of the American Lhbour movennent is 
a very senous mattery for as long as it continiica American Labour 
c^not become a political foroc with an independent programinc 
of Its own, Socialism has never been a powerful Inftucnee among 
Amjuican workcrt, largely because American capitalism, with all 
Its insLabliity, has been a rapidly expanding syatem and has 
offered, until quite recently, many chances to enterprising indi- 
viduaJs to rise out of the working class, and also fav'ourablc 
coiwttons ibr increasing wages and improving conditions in the 
trades and industries in which rapid expansion has occurred. The 
slump of the 1930’s a great eflbct on the attitude of the 
workers, particularly in the mnss-production industries, whici) 
were moat seriously affected. It brought the CXO, into existencej 
and for a tmt it seemed to threaten the very existence of the 
A.lr, of L. But recovery, especially during the war years. Helped 
me AHt-. OIL, to regain much of its position and prestiae, and to 
out^^ ^e C.1.0. in metnberehip. The Ameri^n Trade 
Umi^t Still brgtly accepts capits^lim ai an institution, and 
iwanja lUs Umon as an tiutruniciit forserdsing iht h«t terms out 
ol II , rath^ thanan engine of s^Miial itconstruction. Trade 
Umoiuim m the United Siaire is a ‘business/ like mat other 
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rind throw's up a type of leader who cJc^ely rr^cniblca n 
successful business Tuan. Even the CLI.O. is much less pa^ibcal 
than most European Trade Union movements, and has mtiicrto 
rclraincd from any attempt to create a separate working-eLass 
party^ like the British Labour Party. 

Tlic Political Action Commit Icc of the C/t.O, has^ howeveTj 
sometimes been regarded as the forerunner of an American 
Labour Party; and it might no doubt devdop aiong this line. But 
for the present it continues to fallow the traditionaL policy of 
Americaii Trade Unionism in supporting those candidate! put 
forward by the two main parties who seem most hkely to furtlicr 
Lal>our*s'demands; and in practice this policy haa ranged it On 
the side of the Dcmociaia in the great majority of elections^ 
thoi^h it has held itself Iree to oppose reactionary Democrats in 
particular cases. Its general linc^ up to Roosevelt's death, was to 
give him solid support for hia New Deal policies^ which included 
a large measure of recognition for Labour^i rights and daims^ 
With RocueveJi dead, and Truman in his place, its attitude became 
more uncertain; but it gave support m most oasca to Dcmocmtic 
candidates in tbe Congreasional elections of November* 
19461 and the crushing defeat of the Democrats carried with it 
the removal from the new Congress of a high proportloii of those 
who bad been moat favourabic to Labour claims. The seats lost 
were largely those held by the more progressive Deraocraca; and 
the new Republican majority included a high propardon of 
members who w-ere strongly hostile to Labour, and eager to 
place anti-strike laws on the statute book. Even before the 
elections, the resignation from the Cabinet of Atr. Henry Wallace 
had been a signal that the Democratic Party was moving sharply 
to the right. Nc%wthelcss the Derfiocrats can by no means afford 
to antagonise their Labour aupporters, upon whom rests such 
slender hope as they have of winning the next presidential 
election; whereas the now triumphant R^ublican Party include! 
most of the capitalists who are most vocal in demanding a ^show¬ 
down’ with Labour and a reversal of the Roosevelt poUcics which 
have given the Trade Unions a greatly increased bargaining 
power by removing the legal disabilities to which they had 
previously been subject. 

7 ^ Part]f S^sim m th^ l/S.A. 

I t has, of course* alivays to be borne in mind that the pattern of 
Amcrienn party politics is c^uite diffcreni from ouis. The Repub¬ 
lican and Democratic Parties in the United States do not stand 
for rival policies or conception! of social organisation They are 
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vaai wiihiji which conflicting tendencies and interests 

do tattle On^dic whole, Urgely because of Woodtxw Wilson’s and 
of r iBi^n Roosevelt s personal qualities, and of the situatioiu 
wth which these two statesmen had to deal, the Dcmoccadc 
Party has tacn identiflcd in recent ysas witli the more pro- 
gresMve policies; and on the whole the Republican Party has 
stood most stra^ly for the mtcresls of big busTneasand unfettered 
«piti^t ex^oitatiom But there Is a progressive section inside tlw 
Kcpubhcan Kirty, tod a most reactionary sec lion ^tbe Southern 
penwerats—i^dciunval; and usually neither pajiy can afford to 
i^ore any mbstantiaJ section of its following, for fear of handing 
<^r power to ^e other side. Foreigners often ask why such a 
to an erd by a reatrangetnem of parties. 
?ir P'^'enaaivts on one sde and the conservativa m the 
V*"" “"^5 f ^ ‘he immense cn- 

machines, which makes it 
very diflicult to create any nation-wide political tnnrhin.. fo 

anv'rl^a'l t* iiiuch more in the absence of 

soc^tv TlTf. 1? co^ptiotu of the future of American 

front'^^iio ntah LabourParty was abk tofbroc its way to the 
"Ii conception of a new social 

oouons of social security and collective 
^on^n5,S of praduction, and bcca'nse this ooncep- 

,L I reetJOD of the people, including most of 

^e eff^uve leaders of local working^ TbL is still 

wide popular support, in the 
instinctively^ccpt an 
of^e enterprise and the quest 

in the I Ini»#Lf^ ^ absence of such a conception rival policies 

?n bared less on permanent thcori« than 

olaved “iwd^bons of espedifincy and waves of feeling 

1 progtodisc nwchina. For 

«5iics may be very 

an^, they do not kad to durable groupings of ooinion on a 

j' ‘'“'“v '*'= Ammcuij were 

Sc^S^’l comparable in intensity with that of 

totvardi creating the 
^ ^ Jhr-reaching reare^Sieol 

in Pp^hle, but warmne prospenty has Lad a remarkable 

dS:L2™“' 5'- tire'SSV 

^ great depresaon and m remstaung the old belief in the 


"American v%ay of life." TIiib lia^ given the traditional parties n 
new lease of existence, retarding the growth of Socialist sentiment 
and of ihc feeling of hostility lo capit^Lst control and leading to a 
vehement reassenlon qf the merits of private enterprise and the 
'un-American^ character of any sort of public control over business 
affairs. Moreover;, Socudism is dosely associated in the minds of 
many Americans witli die form which it has amijaed in the Soviet 
Utiioii—a form which, on the political plane, presenu i I in the most 
antagonistic light to the hitherto prevalent American concepLions 
of democracy. 

*Ammainhm' 

ll is well w^ortli while to reflect a little on this point. Economic¬ 
ally^ the Soviet Union often strikes the ob^np-er as greatly 
influenced by ^Americanism,* and as reproducing many of the 
salient diaractcristics of the American economy. It has the same 
belief in bigness mid hustk, in the virtue of materiiLl progress, and 
in talking big. I once received an advertisement from an 
American hotel which held out as its piindpal attmettem that it 
used more soap ihjin any othm* hotel in the w^rld; and I can 
imiiginc just such a cirenW cmonatiFig from Moscow—as soon as 
the Soviet Union has enough soap. But poUtlcally the contrast is 
as striking as economically the resemblances arc plain. The 
Americans, no doubt, share with the Russians a readiness to howl 
at noncoufanikists, and even to murder them under certain con¬ 
ditions. But American political life is based on a theory that 
public opinion ought to be followed and not led, w'hercas the 
political system of die Soviet Union rats on the disdplincd leader¬ 
ship of the Communist Party, and pays no heed to opinioiis which 
have r^ot been formulated under its auspices, or at last with its 
consent. Of course, the public opinion w^hich the Americans 
follow' is in pracike laj;^y a manufactured opiruon, in the 
making of w’hich v^'calth exercises a very great deal of power. But 
it is opinion mamiliictured not, as in the Soviet Union, by the 
party which is also the Governments but by influences cxicnml to 
the Govemment. It therefore W"ears the guise of ^&ec* opinion; 
and the typicn] American polilidan accepts it as his guide, whereas 
he is acutdy suspicious of anything that looks like on extension of 
the influence of Covenimcnt over the aflMrs of the dlizen. 

77 ir SffforaliiMi cf Poums 

Tlie strength of this tendency^ is accenEuaied in America by the 
‘separation of powers* between the President and the Congress; 
Ibr this prevents the United Slates fi^m having, save at moments 
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of enceptional stress, anything that dan properly be called a 
coherent government policy. Congress is irre^naible, because it 
neither posseswa executive power, nor is oiganJcally related to its 
possessor as Parliament and Cabinet an related in the British 
system. ^^Vhen one party ha* the President and its rival Congress 
—a situation that has actually ousted since the Republican 
Congrc^ionaJ viclory of [946—not Kir -ofT a paralysis 
of govcmmenl can occur. Even when they represent the same 
party, the nebtion* bcisvecn them are often by no means easv, 
becatue there erat* no clear line of policy which they are pledged 
to fciUoH'in conuRon, ^nd because Congrtissnten arc oJways think- 
it^ more oflocal pressures than of getting a consistent policy put 
into effect. 


Communt^ stands, politically, for a complete ehalJeogc to 
these wmi of government. As thoroughly as Hobbe* ever did, it 
rejects ail division or separauon of power*. There could be— 
l^haps there will be an .‘Vtnerican Socialism that fits itself on to 
^e i^encan political tradition, as Russian Socialism has fitted 
i^lfon to the tj^iion of Gmrist Russia and British SociaUsm to 
the traditions of British parliamentary practice. But assuredly this 
Amcncan Socialism w^ not be liJte Russian Communtsm, in il* 
wUtical sjspOGt, wm if economically it docs come to resemble 
Communism rather than iM^h evolutionary Socialism. 

At all mats, ncith^er Socialism nor labour is yet, in the United 
Statm, a force asserting it* claim to tnuisforai the social system as 
a ™olc; and, tljat bein^ there is no driving power strung 
enoi^h to create an American Ubour Party in defiance of the 
^tmg party m^ints, or even to unite the warring tactions of 
^eri^ in pursuance ofa common ideal. How 

tang this situation will continue 1 do not pretend to know- the 
thing liltdicsl to end it is another really big dump 


Tht- *Ameri{an H'ay t>f Lift' 

Iht belief in the ‘American way of life' ha* been severely 
sliaketi, but not yet broken, among the American working classes, 
l^icuJarly those in the mssj-production industries which felt the 
Slump most severely. But among the classes that stiU govern 

groups of whose opiniom these 

chni^Jd F^i. the t>ld attitude un- 

c^girt. ^ven those who supported Rooscs'elt and the Neiv Deal 

S It* oTsupporting quite exccpUonal measures 

and not with any conviction that the crisis was due to some- 
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thing really amiss wLiJi the American cisanomy, or tliat it wQi^ld 
soon recur unZess the basb of the economy were changed Rooscvcl t 
liimselTf after setiing out with a prcgraoimc in which measures of 
'recovery* were mingled with measum of'reform/ found himself 
forced to relait his reforming zeal as soon as his recovery measure 
began to produce efTecu, The backbg for reform waned quickly 
as people began to feel ksa lightened? and it waned fastest of all 
among the politlciamp who w^cir: much more conscious of the 
swelli^ chorus of protest from the vested intertsta than of any 
strong pressure for reform from the main body of their oon- 
stituents. By the latter half of 194ft, pressure for a sw^eeping 
away of the entire system of warume control had become tog 
SI rang to be resisted; and in the holocaust of emergency powers 
the conditions were altered much to the disadvantage not only of 
Amcri^ns lining on fixed incomes, but also of needy foreiga 
counuics which found prices of American goods raised sliarpLy 
against them as the American people began to consume the 
^surpLus^ needed for export in order to avert sheer starvatloo 
elsewhere. 

Belief in the 'American way of life^ strongly colours tJic attitude 
of the United States low ards other cmintries and peoplei* Success* 
fill indiriduab are apt to think that whatever has served them 
well must good for everyone dsc; and mceessfu] nations are apt 
to bc^ve in the same way. The United States^ despite its oeperi- 
cncc in the 1930^5 and its tcndcney to instability, which goes bade 
much finther, has been eminently succcssfut in the arts of getting 
rich; and Aznericatis have to-dayp aj Englishmen had in the nine¬ 
teenth century, a little habit of telling the penor foreigner how 
wrong he is not to behave just as they do. Of course, this is not 
true of all Americans, any more than it was ever true of alt 
Englishmen; but It docs colour American oflicLal pronouncements 
and the American Govemroent's deolrngi with other nadons. 
This applies particularly in the matter of trade policy^ and when 
questions of iht art ofgovcmnient come under international con¬ 
sideration. In trade maEters* the Amciicam blandly assume ihai 
tarifts are all fight, because they practise them, but that all other 
measures for the planning of a country's International trade are 
wicked examples of 'disciiminadpn' and (bolish violations of 
economic law. In ftitancial matterS| having more gold than they 
know what to do with, they regard everyone who has doubts 
about the gold standard as guilty of deadly sin* In politics^ they 
a^me that oil countries ought to have party systems as like ai 
posable to tiicir owti^ and ti^t any system which ii unlike their 
owm con be condemned out of hand os 'undemocratic.^ No doubi, 
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other peoples share thU blatid habit of aauming their own way of 
life to be the norm of virtuous conduct and all dcviaduns from it 
to be due to origmalsin. But I think the Americans have the habit 
aomewhat highly developed ; and of course, their immense power 
mates us more conscious of it than we should he if it no 

great dincrence to us what the American people and the 
American Government thought or did. 

1 ani not su^eitmg that the Americans are more self-righteous 
than the Russians, who hold even more completely tital every* 
Wv ought to follmv their lead, and that everybody who does not 
^ plotting against them. Tliat is not what I am tTytng to say. 
\Vhat I do mean is that, whereas the Communist seU^righteousness 
is based on a deBnitc creed and policy, which those who hold it 
believe to be destined to conquer the world, American seif- 
latMi^on rests on something much leu Lmgihlc—on a *wav of 
bfe which is not emlM^icd in any dearly formulated creed or 
pobcyi unless thft belief in capi talisi cp icrprisc be regarded as duc^ 
u unaccompanied by any pJam proposal about how we poor 
nnnei^, who arc not Americans, ought to set things right, 'Fhc 
American political attitude to other connirits, indeed, often 
appears to be less a programme than a gaiganiuati itiifT. 


U.S, Foreign Feiiiy 

,. Traditionally, the United States foreign policy has been 
isolationist, at any rate in the sense of trying to confine its 
commtments to the New World, This has never quite svorked in 
the Pacific—wiuiess American intervention in the Far East fiom 
I'’ , , Commodore Perry, and the annexation of the 
Phdippme Islands after the Spanish-American War. But even in 
the Far East the handling of the Philippine problem, culminating 
m the restoration of full independence in 1946 (though in fact 
American influence remains as fully dominant as before), indicates 
Uat American statesmen have not felt happy at becoming involved 
m temtonal conimitmcnts outside the Ameritan continent The 
Monroe Doct™e, with its cry to Europe to keep its hands off 
i^enca, has fitted m with thh isolationism, which was respon- 
nble for the withdrawal of the United States from the League of 
Nanoni—though the league w^os largely of President Wilmn’i 
evmng after the first Wnrld War, Responsible American states¬ 
men now recog^, in the light of Hitler's pbns of world 
domiMtion. wh^ so narrowly missed fire, and of the coming of 
atomv pwer, tlmt isolationisin is no longer a workable pnlicy. 
But they do thu for the most part reluctantly—there was ^ucl- 
anee even m Mr. Wendell Wtllkie’s impaidonrd plea to his 
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countrymen to undmtand tkat there is only "One World"!_ 

and A great many of th^ fotlowers, less alive to the real move* 
merit of wQrld HfFaini^ still do not reeojgnise it at aJL 

It is no small part of the trouble that^ to the cDctent lo which the 
Araertcans do become conscious of the unity of the worlds they 
^ become a^s-arc that it is by no means alJ governed io'their 
liking, and in p^cukr that there existi in the Soviet Union a 
potenti^opposillon to the spipid over the world of the * Araerkan 
even a potential threat to the sunival of that 
of life on the Anieiican condiicm, Abandomnent of isolacbmsm 
lead to the growth of a will to co-operate in building up a 
better world by pcaoefol and friendly coJbboration among the 
nations* but it can also lead to a will to unite as mucli as possible 
of the world under American leadership against the ‘Communist 
menace/ Both these lines of development can be clearly seen in 
the contemporary movements of American opinion; and the one 
can all too easily pas into the other. The desire to organise an 
anti-communisi; from ui^cr American leadership can easily be 
represented as the unavoidable reaction to the unreasonable atti¬ 
tude of the Soviet UnJon^—^which unreasonableness prtKeeds, as 
vi-e have ®?en, largely from the fears of Soviet statesmen tltal just 
^ch a front is already being brought into rmsicnce against thetn. 
Every lirac Mr. Savin and Mr. Byrnes saw' eye to eye about any¬ 
thing—and they did so very' often—Mr. Molotov was strengthened 
m ms opunon that there was a world plot brewing against the 
Soviet UI uon; and evtry time Mr. ^lolotcv reacted by Laking up 
M aidludc of sheer negation he added to the danger that whS he 
feared might come to be true in fact. 

Ametican Polity in EiuUrn Europe and in ilu Far Earl 

For the danger is real. If the Americans suppose their *way of 
life/ which involvea freedom of entry for capitalbt enterprise all 
the world, to be the r^ht bash for the United Nations 
Orgam&ation and for the specialist bodies attached la it* whereas 
the Soviet Union's spokomcn stand for the Communist 'way of 
hfe/ or for as near on approach to It aa they believe to be pracdc- 
abk at prcicni, over every area In which they are in a position to 
1*1 courae of events^ there is evidently no basis on which 

^ 1 j " possibly work as a constmctlvc force making for real 
w'orld collaboration. U-N.O, can work in this ivay only if die 
groups are prepared to recogmse sphena 
witinn which each is to be pcnmtted to foster a Vay of life^ 
patterned upon iti own* and on iftis bafit to cutisidcr how Ctr they 
* Sw Om N-VW, by Wendell L. Wikkie, CwU, 1^3, 
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CAD fniiifuily coUabomtc and Improve rdatiom the 

areas wiikin the different spheres. 

This, ho^ve^\'rr^ the Amndcatis are at present by no means ready 
to doF They will not let the Danube alone, though the cotmiries 
along its banks for most of the why ob%'iou 5 ly fall in &cE svilhtn the 
Soviet sphere of induenee. They can no doubt retort that the 
Ck>mmuai5l5 will not let them alpne^ but are busy conducting sub- 
VCTslvic propaganda wherever they can, both in Latin America 
and in the United States itself—to say nothiny; of making trouble 
m China and Manchuria^ ^vhidi the Americans regard as FaEIng 
within their sphere of influence, ludeedj In the Far East the 
Americans have acted i since the collapse of Japan* quite as 
nnhesitatinglv on the principle of doing things in their own w ay^ 
and telling their allies to go hang, as the Soviet Union has in 
Poland or in the other satellite States in South-esitcm Europe. 
General \!acArthur has ruled Japan without die smallest con¬ 
cession CO other people"? \aew3 of how it ought to be ruled; and in 
China no external power except the American counts for any* 
thing except in the areas under Communist control. The Soviet 
Union no doubt objects strongly to Genend MacAnhur’s political 
and ecoDomie policy in Japan, as wHl as to the support given to 
Chhuig Kai-shek in China and Manchuria. But it has done 
nothing about these thingSi because it has been able to do nothing 
effective, Tfie Americans* on the other hand* have faUed to 
recognise that every fulile step w'hich they take iq assert the rights 
of capitalism and 'capilalist democracy^ in Bulgaria or Rounmnia 
induces the Smdet Union to respond with much less futile counter- 
aggTt:iSsions dsewhcic, bccaiK it can over meat of the world 
command muck more elfoclive agents and supporters than the 
"old gang’ politicians and selT-^l^ peasant leaders whom 
Amciic^ diplomacy attempts to forlify againat the fHends of 
the Soviet Union. 

The Americans fall to see this* becaiise they are perfectly sure 
that every^bexJy ought to behave just like themselves^ and that only 
plain wickedness stands in the wny of such behaviour. Tlic Com¬ 
munists are no less cocksure, but, being clearer-hcaded, are more 
prepared to liimt their immediate objecth'cs in accordance ivith 
their strength, and tticreforc more prepared for world collabora¬ 
tion on a basis which recognise* their claim to dictate the 
poliucQ-econoraic structure only within the sphere to which 
their strength extends. It b peritctly true that if the Soviet 
Union fclt stronger, it sv'ould claim fnore~cve:ii up to claiming 
the Av^hole earth as it* sphere* if it frit strong enough. It do^ 
not, how ever, feel strong, especially in vie w of the U rn ted 


States' present monQpqly of atomic ptm-er; and the qne hope 
of building up a system of world coLLilxq^Uon lies in sebtuig the 
chance while the Soviet Union recognises the need lo limit ili 
objectives. 

Aniaica m d Warli Pmjm 

The great question ti whether the Americansp who are not 
clever about foreign policyp can be brought to understand ihis* 
and to endcavonTp instead of maling so many noises about the 
world danger of Cotnniunijm and their mission to avert to 
come to terms with the Soviet Union on the bads of a recognition 
of spheres of infl^ccp coupled with an attempt to build forms of 
world ctMjperadvc action that are consistent wHth this dhision of 
the worlds peoples between ih^ different spheres. T do not feel 
much hope of the Americans doing this unless and until the Statca 
of Watem Europe, and above all Great Britain and the British 
E>ominiomp make it plain that they w€ll on no account be 
drawn with the United States into an anti-Soviet bloc posing as 
tlic true embodinicni of die United Nations. Indeed, the prospect 
of success is reduced by the new entanglement of Ammca and 
Great Britain in the politics of 'oil-imperialism^ in the Near and 
Middle Eastp and by the reactions of this cntanglemeni on the 
relations of both Great Britain and America with the Soviet 
Union. 

Of course^ apart from other difficulties^ the present extreme 
dependence of Western Europe on Amcdcan economic aid makes 
such a policy not at aU easy to pursue. We in Great Britain simply 
cannot afford so to antagonise the AmerJearu aa to lead them to 
refuse us further help and e^'en poasibJy to withdraw In high 
dudgeon their fqrcea of occupation from Gerpaany. \Ve have to 
keep on good enough terms with the Americans to persuade them 
not to r^udlaie their European respomibilitLa or withdraw their 
economic help; but we have also, in our own interest, to make ii 
plain to them that we are not —wo in Europe—^thc outposta of 
American forces in a coming ivorld war betiveen the United 
States and the Soviet Unionp Wc can do thia only by coming to 
terms among ourselves, and by creating, whatever the diflicnldes 
in the path, a Western Europe which stands for its own dearly 
defioed way of life, and refuses to allow itself to become a mere 
battleground for ideologic^ comets between American- 
sponsored capitalism and Soviet Union-sponsored Comniut ititn. 

We can no more hope to make the Americans than wc can hope 
to- make the Soviet Union sec the need for this act of West 
European self-assertion until we haw acted to make it a reality. 
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Untj] wc have done this, the Americans wit interpret every sign 
of our disagreeing with them as mcaiimg that we are under the 
ioDuenoe of Coi^uiunn—u'hidi they have not learnt to dis¬ 
tinguish ftom our brand of Socialism—just as much as the leaders 
of the Soiviet Union will inicrpret every duagrccniient with them 
as a piwf that we are the satellites of American capitalisnu At 
present, we are dispoaed to regard the American i so lationists as 
our enemies, and the American interventionuts as our Mends. 
But wc may come to be giad of the iwIationktB' itiflinaicc—pro 
vided it docs not wholly win the day^ a force holding back the 
American Government front advancing too far towards head^n 
ocinfrict with the Soviet power. It would be sheer disaster for 
Europe to become an anti-Commnnist outpost of the 
^erkan *way of life’—even more of a disaster than itwould be 
if Western Europe were to ‘go Communist* in despnJr off^lwing 
out its oira path of liberal Soctaliam. And AmcHi^n isolationism, 
with all its bad qualities and its dangen to our hopes of world 
unity, is also an obstacle in the wav of the worat of aU the alter- 
mrives to world units'—the sharp divirion of the whole world 
l^ecn two—and only two—overhiecning and self-confident 
claimants to total world power. 
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CHAPTEK 3 (it 


PROSPECTS OF WORLD DEVELOPMENT 

rr*HE pVEPOiE OP THE loTCgoitig cHupCcis tuis been to 
mensiw the need and to emphasue the importance of ddiberate 
planning on a v>x»r)d-v^ide scale to raise the nondards of prtv 
ductivit>' and consumption, especially in the badntrard countries, 
so as to bring them into some sort of relation to the progress that 
has been made in knowledge uf the productive arts. If the world 
to-day remains for the moit part desperately poor, this is not for 
lack of know ledge—though it is in pan because the knowledge 
avnilalde in ope place is not so diffus^ as to become the commoa 
possession of mankind. The £u1utc to dlTusc knowledge is, how¬ 
ever, more symptom than cause; for, on the whole, it is much lets 
near the truth to say that men arc poor because they are ignorant 
tlian ^at they arc ignorant because they ate poor. Education and 
especially scientific training, while they are means to the inn^^i i i s c 
of wealth as well ^ sources of direct satufocCicKt, are in the main 
hji'-products of a high standard of Uviag. Education is an expensive 
priwesi, of which only the weH-Lo-do can affotd more than the 
rudiments; and this is no less true of societies than of individuals. 

Pot>trfy ami Jgnoranct 

Most of the tvorld’s peoples remain ignorant because they are 
pt*or. rhe achievnncnts of modem science are unknown to themt 
even their agricultural techniques remain primitive in the 
mremc, Nor is any real attempt made to remove this ignorance. 
Ijw Imperialist powers ^nd but piUlully inadequate sums on 
education in their colonial territories; and on scientific, or even 
tcchnica], edutmtion next to nothing. Aeroplanes fly over the 
remotest parts of the earth; steamships visit the remotest islands. 
Things in tins penetrate almost everywhere: there is hardly a 
village, however primitive, where something made with the aid of 
wonderfully complex modern machinery is not to be found, even 
if it be only a loincloth or a string of beads. Em thouiA the 
modem industry are carried to the ends of the earth, 
the art of making them is not—or when it is the making is usually 
supepnsed by white oveneets from the advanced countries, and 
the lifo of the tiative commuaity goes on almost unaltered within 
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a few mJes of flic titc where niodcmity has set up its marvels. 
A Tew areas have been heavily industrialised: sdnictimet the meat 
up-to-date machinery is found iiistaLled amid the most primitive 
surroundings* hut the startling contrasts of productivity between 
councr)' and country remain. The av^ierage Amcncan in the 
United States pmducea at least six times as nmeh as the average 
Indian^ and probably a good deal morc^ Even the average 
Frenchman or Bclginn produces nearly four limes as much^ 

Ths AlUgid hvtqufdity P^pkj 

There is no evidence at all that the Afiiean or ihc Indian or the 
Chinaman ia by nature destined to be less productive* or less 
intelUgenti tlian the Englishman or the American* Immigranm 
transplanted to the United States from backvi^and countries* soon 
reach American standards^ and many of them rise high in tlie 
economic scale* If American negroes do not^ this may be due to 
the trratmcnl they reccivci rather than to any inferiority of 
natural endowTuent, The Russians have ihown in our generation* 
as the Danes showed Our fathers, how quickly a people can raise 
its standards of production tf it sets to work with a clear will 
and purpose* 

The lands on which the poorer peoples live are not, in most 
cases, inferior lands. Many of the poorer peoples have ridi land 
and considerable mtncml w^ealth i^neath it. No doubt, some of 
the pcTOrest arc crowded upon bad land] but who crowded them^^ 
And did not the land, in a good many of the cases, become poor 
because of the crowding, and not because it w'^ bad by nature? 
There arc wealthy peoples today living on w'hat w^ poor land 
till they set to wwk to improve k, or on land that is poor still from 
an agricultural standpoint^ but has been put up to a high site- 
value by use for industrial purposes. The poverty of the physical 
en\mnment providei no explanation of the poverty' of peoples. 
They are poor because they do noi know; and they do not know 
because diey are poor* 

TTirough all the startling economic developments of the past 
hundred years this vicious circle has remained unbroken. Are we 
ready to break it now? That h the question which I have been 
attempting to pofK in tlic foregoing chapters; and it demands an 
answ'cr not only in the interests of die poorer countries, but in 
those of the richer as welJ^ 

Thi Gfiai Gmnf ^ 

Throughout the period between the wars^ the adviced 
nations, mstead of working together to promote the general 
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wcl&itr, played at beg^^my-ncighboiiTp Eadi country, fearful of 
aji unbaJant^ state of Its c?tchangc*, or merely ^ when there was no 
such risk, avid for exports and detcrttilqcd to protect ihe profits of 
its own maniifarturcn:^ tried to export more than it imported, or 
at any rate to restrict imports as much as il could wherever they 
were competitive with home products. 

Such a process is bound to be sdf^efeating. Obviously, 
counmra cannot all export more than they import^ because every 
export is an import as well. If one country succeeds in increaxifig 
its exports and redudng its imports, it thereby reduces the pur^ 
chasing power in the world cuarket of the countries w hose pxporta 
it shuts outj 10 that they have to buy feiver imports. One country 
may conceivably benefit by such a process, but only at other 
coimtfies’ expense; and it is much more likely that they will all 
suffer t<^thcr, ho^vcver unevenly the attffering may be spread. 
What will happen is an all-round reduction of international trade, 
as each country in turn* finding its exports falling off, is compelled 
to curtail its imports in a scramble to balance its international 
accounts. Usually this happens to the accompaniment of com¬ 
petitive depreciation of cuitenrics, as one country after another 
tries to mcreasc its exports by making them cheaper to buy with 
other countries* money. 

Tht Cos* against Auiofci^ 

There are some people who believe that this does not matter* 
because they think it belter for countriM not to depend much on 
foreign trade* and to live maiuly upon their mvn resources. Very^ 
big and diversided count ries, vrith a great variety of climates, soils 
and new materials within Lhclr frontiers and vast home popula¬ 
tions as wtII, may be able to live ^nf their ovm^ to a great extent 
wridiout serious loss, tbough even such countries aie usually 
deficient m some essential matcriais, as the United States are, for 
instance, in rubber and tin. But no small country, and none that 
has not a very wide variety of natural resources, can reduce its 
foreign trade to a low Icvd without serious economic loss. If it has 
to live mainly *of its own/ it will have to produce at high cost in 
man-i^wer and effort, and perhaps with inferior substitute 
matcrLals, many things which could be produced much more 
easily and better elsewhere; and in trying to produce too many 
different things it will in many cases forfeit the economies of 
mass-production. The smaller and the less diversified a country is, 
the grater these gnomic disadvantages vrill be. Great Britain, 
small in geographical sire* b of medium size in respect of popula- 
rion, but lacks many essential materials, of %vhjch rubber, oii, 
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cotton, and tToptcal foodstuffi may icrve aa obvioui fycaropjM, 
togEth<T wid« most of tlie ooti-fciriDua nuuli which lie at the baais 
of modem engineering. It is no accident that Great Britain 
d^nds greatly on fore^ trade; it is inherent in the naturai con^ 
ditions of the country, with its plenty of coal and its relative 
poverty in most other essential raateriali. No doubt, British 
dependence on the rest of the world has been aggravated hy the 
long neglect of agriculture: but even if British policy in this raspeci 
were reversed, the essential dependence would remain. Great 
firitam needs both more (bod than hitherto, and a wide diversity 
of kinds of food, in order to live welJ; and even if it is decided to 
maintain home production of food at a higher level in future—as 
it should be^thc etfcct will be, not to reduce British demand for 
food impi^, but only to prevent it from rising further. Moreover, 
Great Britain can do, for the present, only a little to replace 
imports of raw matcriali with home-produced substitutes, except 
at a very high cost or at the expense of much lower quality; and 
to adopt such a policy would be neither to the advantage of the 
home consumers nor conducive to British ability to purchase 
with exports the imports which can by no means he done without. 


Tke Bails of InUrmtienal Tradt 

Intcniational trade, after all, is a matter of plain common 
sense. Some things cu be produced at least real cost In some 
countries and some m others; and it is plainly to everyone's 
advantage that things should be prfsdiiced where they xviil e«t 
least eSbrt, and the surpluses exchanged. This only seems not to 
be good sense when it is assumed that the non-production of a 
particular thing at home means that those who could have been 
employed in producing it will he thrown out of work, and w'lll be 
umible to find altenmtive employment. If a country Is following 
the policy of ‘fiill employment' discussed in an earlier section 
of tluB book, no such situation as this can arise. If a worker is not 
^ployed in n^ucing one thing, he or she wUl be set to pre- 
something else; and^ it is thus clearly advantageous to 
produce, for hpcnc consumptiort or for cxclia,nffej whatc%-cT thjnes 
the country u best ficlrd to produce. 

The only qualifications which this principle requires are, first, 
ttiat It may reasonable to produce at home, es-en at high costs, 
goods euenttal m nuticmiJ security^ where the purposes of stcurity 
canmt be si^cd as well and more cheaply by holding reserve 
«nc^; secondly, that stiaai coats, as well as costs which faU directly 
^ the must be taten into BOCOlm^ and that it may 

t>e right for a backwaid rountry to develop indui cries that are 
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incfficJent by t}ic ttandarda af the most fidvaDccdj and to pfotMt 
mch Indiubricfl, \fhm they fit in with the imUoriiil pattem of 
JUid can wpply local needs for coimimera' gnods;! and , 
thii^y, that, if other countries pursue policies of economic 
nauoriaJistn and thus pm-ent a country from selling cKports 
to them, it may become necessary for a country to reduce 
Its imports to what it can pay for vAth such cssports as it has left, 
and to turn to producing at home goods which could be made 
better and more cheaply elsefivhere. 'rhis may be unavoidable, but 
It cannot be done vrithout serious economic loss, it is an 
unpleasant necessity, to be ended as speedily as possible by 
pcrsuaditig other countries to amend their mistaken policies. 

Tht Flaw til the Fret Tradt Sj/sUm 

What r have been staling so (hr is the core ofsound sense behind 
the old, &milar free trade case. It has, however, been abundantly 
shown by the es-enti of the last two decades that free trade Is no 
longer a practicable way of promoting the international division 
of labour. Free trade meant leaving everythii^ to the operation of 
The profit motive, and relying on that motive to bring about a 
right distribution of productive actisdty over the whole world. 
But in practice free trade did not mean that ail the world's 
i^sourccs of man-power got employed in doing ^vhatever in each 
country it was economically best for tlicm to do. On the contrary, 
it was found to mean that a great many poteutial producers were 
left out ofwwt because there seemed to be no sullicicm prospect 
of profit 6nm employing them; and this previdcncc of unemploy¬ 
ment then Jed to demands for tariff praiccrion in order to keep out 
foreign goods, in the hope of increasing employment. Unemploy¬ 
ment Was the AchlUcs heel of the Jiec trade system. And yet the 
fw traders were quite right in arguing that tarifis could 'not be 
the i^t remedy, because they would buttress up inefEcJent pro¬ 
duction, provide a shield for monopoly and price-raising, and 
provoke retaliation which would destroy Uictr protective effect on 
employment as a rvhoJe. 

The truth b that Internationa] trade nerds regulation, but not 
by tar^. It needs regulation wHlh the ptupose, not of reducing it, 
but of stimulating jt by putting it on a satisEictory basis of planned 
mutu^ exchange. Countries need to exchange not fewer but more 
of their products, wherever total pnoductivitv can be thereby 
increased; but they can affoid to exchange more only if tliey can 
he assured that ilietr exchanges will balance out, not country by 
country, but at a high level over the world market as a whole. 

‘ 5 « Tart V, duptm I and 11 . 
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The Ccnditkiu ^ Fmd^ hi^sstmini 

Of the c:Kporis whkh advanticd coimtriB vmd out, roofft go^ and 
should gOp to pay for UnportR. A county can export more ilxau it 
imports only to the extent to which it is prepared to maJee loans 
(or of course gifEfi, if it prefer?] qf its own products to other 
countries. A country can export more than it imports to the 
extent to which tt, or Its citizens, will invest abrmd. But^ of 
course, foreign investment, tmJess it takes the form of gifls^ 
invoLvea repayment Iater« A^ordinglyi a country which swishes to 
export mote than it imports must either be prepared sub^quendy 
to change round and import more than h ex^rt?^ or must con¬ 
tinue LO inxt&t abroad on an ever-increasing scale. Great Britain 
had reached by the firsi "World War the stage of receiving imports 
for which no exports were sent ouL In iciuttik These were pay¬ 
ments for past investments; and in the years just before 1939 
Great Briiain was not only constimJiig in imports the mierest and 
diwdeuds DU British overseas investments^ but was also eating up 
the capital at the rate of millions a yiar. There w^aa 

nothing alarming about this. It did nut mean that Great Britain 
was ■**li\nng on ila capltal^^; for new InvestHicrita at home much 
more than balanced the Jos? of invoted capital ovet^eas^ What it 
did mean was that Great Britain was acting as a creditor country 
must art if it does not desire to make fresh overseas investments or 
to renew' abroad all those falling due for repayment. Great Britain 
was importing more than it exported; and there was no reason, if 
there h^ been no war> why it should not have conunued to do 
this for many years- 

WaTi however, has fundamentally altered Ute position; for the 
British holdings of capital overseas have been used up, or fully 
tnorigaged, in financing the war, despite the supplies obtained 
under Leasc-Lcnd; and for the fiiture Great Britain will have to 
pay for W'hatcvcr imports arc brought in with exports or w'itb 
current scniccs, such as the services of British ships In carrying 
the tnerchandUe of other nations. In these circumsunoeSj Great 
Britain wiU not be able, at any rate for some time to come^ lo 
make large capital loans abroad out of its own resources in the 
ordinary w-ay of investment; for all the exports British industries 
arc able to produce and sell abroad In the normal way of trade arc 
hkclv to be iteeded to pay for current imports, and if there is any 
surplus most of it will have to go towards paying back both the 
ncwJy-incurred debt to the United States and the large amounts 
whjdi ate owing to India, to the I^tnlnioni, and to other 
countries ^vhieh have fuppUed gocxls to Great Britain on credit 
during the W'ar years. Even the sum? which Great Britain has 
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promised to give for cdloELkU ejconomic devclppraen.^ small as they 
Bje in relation to die oned, irfU not be easy to find, and could not 
be found at ab unless the colonies were ready to rDceive ikrm 
mainly in Britiah-made goods. Broadlyi It can be said that Great 
Bricam will be able to make loans to other countries only by 
sending them British goods which they would not have bought 
unless the loans had It^en made—in other w'ords, in the Ibnn of 
additio/ml exports* over and above those needed to pay for current 
imports and to meet outstanding capita! claims. 

Crgai Britslin and On Ammsan Ij>an 

Indeed, aa matters stand at present. Great Britain is a hca^-y 
borrower on international account. Wartime dislocations in¬ 
volved, in 1946, a huge continuing deficit on the British balance 
of payments, and this deficit had to be met by borrowing. The 
American and CanadJan Loans of 1946 were negotiated for the 
purpose of enabling Great Britain to pay for current Imports* 
including supplies needed to maintain armed forces still stationed 
abroad, and to meet the obligations of occupation in Germany 
and elsewhere. British exports had been reduced to litdc more 
than a trickle during the later stages of the war, when almost the 
entire resources of ihc country were required for the war effort; 
and when, at the cerminalion of actual hoatilitics, the United 
States Goventment suddenly put an end to '^Lcase-Lend/ and 
further supplies of American goods needed to be p>aid for in cash, 
a acrious situation arose. Huge sterling debts to a number of 
countries, iucludi^ the Argentine as w*ell as India and the self* 
governing DotninJotis, had been piled up on account of supplies 
received during the war and not covered by the value of exports; 
and, though th™ balances were usable only for purchaa^ in 
sterling,^ if at all, the countries affected were not in a position 
to continue indefinitely sending further goods on credit to Great 
Britain. They wanted to be able to use at any rate part of thdr 
sterling balances in buying goods w^hich they needed for them¬ 
selves—including capital goods required for their own plans of 
reconatruGtion and development; and if they' could not get such 
goods from Great Britain, they wanted at any rate to get them 
else whore, or at least to get imports in return for their current 
exports, lliis applied particularly to India, which was by far the 
largest sterling creditor; but it also applied elsewhere. 

^nada, having experienced great economic cxpaniiDn duriug 
the war, ^vas in a position to be generous in extending furtbw 
credit; and the Canadian Loan of 1946 w^as of matcri^ help to 
1 Sow of tlicm were rckucd injdcr thf Britiib v\E^!cq£iqjc i^^^Fcctckcnt of 1 ^4 j6. 

975 


Great Britain in mcetitii^ the bill for food uaportSj including 
delJverin to Europe on behalf orU.N.R.R.A. and in connection 
M'ith the BHtiih occupatton of Watem Germany. But what was 
above all else was a large loan of American dollars^ for a 
considerable part of the imports needed by Great Britain could 
come, in the state of the world at this time, only from the United 
States. Up to 19391, CJreat Britain had met a la^e part of its bill 
for American goods by acting as supplier to Ute United States of 
M^yan tin and rubber and of other colonial products, and had 
p^d for rtese goods, as far as they had tq be paid for overseas, 
with British eaporta to the areas in which Uiey were prodiiced- 
With Nlalaya and other Asiatic territories mainly out of action a* 
acoj^t^ucnccofJapaneK occupation and wartime des truction of 
[noductive capacity, there was no way for Great Britaui to cover 
the cost of ncccsssiry unpoiia from th.c United SuLtci oi" froirs any 
country which demanded payment in caih or in free fordgfi 
Even payment in Bntbh exports was necessarily on a 
iHnitcd scak, breame of the time needed for getting Britidi 
industry sivitchcd over from war production to a peace footing- 
In ^ntidpation of this extreme stmin on the British balance of 
paymrn^p the Bnti^ Government hod opened in t^5 formal 
negotiations for a big American loan designed to tide the British 
economy over the period during which it w-as pLiin that exports 
could not jxfflibly suffict to pay for necessary imports; and after 
long diflkult negotiations, followed by protracted debate in 
both Mouses of the UiUted States Gongtess, a loan at Length 
granted in the summer of 1906. The terms included a favourable 
•ettlement of outstanding obligations on account of Leasc-Lcnd 
tranfiactions after the termination of the fighting; and the interest 
charp: and the oondkions of repaymeni were not unreasonable^ 
on the assumption that the loan was to be made on an orthod™ 
basis. The total sum involved was $4^ miliioiw, of 
which >650 millions wrere in respect of outstanding obligations 
and did not prm^idc any fresh credit. The remainder, *3,750 
muuom, was a tolal that could be drawn upon as required to 
meet Great Britaiu** current need for dollars, on the condition 
^t no part of it vms to be used In meeting tsiadng sterling debts, 
^e interest rate was pul at a per cent*; but no payment was to 
be made untd ^951. Thereafter, the entire debt 01*4,400 millions 
was to be off by the payment of fifty annual instalments, 

mcUimng both interest and principal, iviih the proviio that the 
tuieresi, hut not the repayment of capital, should be waived if m 
year it could be shown that the combined proceeds from 
Hmish exporti, vtuble and mvirifale, had been on the average of 
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the preceding five yem m^wiequale to pay for imoortJ at the 
average level of the yean 1936-^. 

In the first instancep the British negotiator in Washington had 
flaked for an intejncst-liTc loon, os a contribtition to facing the task 
of recov-ery from the dislocation of war. Thh hod been fck to be 
not iinrcasonable in view of the part played by Great Britain in 
bolding tjack the Gemiana before the Americans came into the 
war, and also in view of the effect of the war in enriching the 
United States, while it greatly impQ\xriBhed Great Brirain and 
other European countries. This request for a loan on a non- 
commcTcioJ basis turned out to have been a bad mistake; for it 
opened the door wide to American attonpts to impose conditioos 
on British economic poiii^^ The interest s%as not a very serious 
matter^ in the sense that Great Britain was nearly as likely to be 
able in course of time to repay with interest as without. It soon 
appeared that the Americans were m no mood to consider a loan 
fifce of mtmest; and also drove the hardest possible bargain 
in respect of the conditions which they attached to the loon, os if 
it were a favour which entitled them to expect a very great deal 
in return* 

InUmatiorml Memiaij C^ntHti^ru 

The conditions, or mthcr, the more important of them, fell into 
two groups—monetary and commerciaL On the monetary aide, 
the Americani were determined to do everything they could to 
restore an intcmational currency system leating on a gold stand- 
ardi They wonted all coumrics to pledge themselves to stabilbe 
the gold values of their several currrudEs within nanmv limits, 
and to depart from there: values, outside the suggested LimltSp only 
with the consent of an interxiationoJ mouciary authority on w^hich 
the Americana would themselves have a very infiucntial voice. 
These propcKals were embodied in the monetary part of the 
Bret ton Woods Agreements of 1944; and the Amcricafi negotiators 
made it a condition of the loan to Great Britain that the British 
Government should ratify the Bretton Woods Agreements and 
should thus bind itself to accept mtemationol regiibticin of mone* 
tary policy. Beyond thisp the Amcricaru used the occasion pre¬ 
sented by the Joan negotiations to sdfTen up at the expense of 
Great Britain the requirements of Bretton. Woods, by insisting 
that the British Gen'enunent should make on end of its control 
over foreign estchange in rwpect of currtuc transactions within 
one year of the Joan eonung into forcCp and not merely withiq five 
years, os the Brel ton Wo^ Agreements fiad laid down. The 
necessity of contXnnlng control over capital transactions, and of 
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dfruUiig flcpdratcLy with ihc huge ziccumulated sterling dtbu 
bloclccd in London^ was recognised ^ but it was made a rondilion 
of the loan that Grmt Britain shoidd terminate! the ^dollar poor 
which had been established during the war to regulate dollar 
payments from Great Britain and other empire countries^ and 
that full freedom of exchange on current account between the 
pemnd and the dollar should be restored. 

Obviously, these monetary conditions imposed very serioiu 
obligHtions on Great Britain. They made it unpoosiblc to use 
monetary regulation as an imtmmcnt for maintaining a policy of 
full employment in Great Bricain in (ace of aity' world depression 
that might set in as countries settled down afrer the war* and in 
jwticular in face of any future slump or driiis in the United 
htatcfl. 11 is true that the Aitierican and British Govemmen ts were 
both pledged to follow' policies of high production and cmplo)'" 
merit; and on dm basis the Americans argued that the occafion 
for protccrivc currency meagures designed to ofiset depiesdon in 
the United States would not arise, it is oho true that the Bretton 
VVoods Monetary Agreetnent Included a pcovisiorip called the 
*sc^e currencies cLause*^ under which the directors of the Inter¬ 
nationa] Monetary Fund created under the Agreement cotdd 
declare any currency to be ’scarce’ in relation to the demand 
for ie If and when this is doncp countries adhering to the Agree¬ 
ment are allowed to impose control over the supply of tha^ 
particular curretw^ by their Central Banks. Thb procedure* bow- 
c^*cr, can be applied only under the authority of the directors of 
the IntertiatioTiai Fundp and for as long as they regard it as 
necessary. In practice* it could hardly be applied* under the 
Bretton Wooeb Plan, vrithout the consent of the Americans 
themselves- 

Arntrica and Muliilatmt Ircditig 

Clearly, without die aid of a Large loan from the United StateSj 
It would hare been out of the question for Great Britain to accept 
the obligatiom of die Bretton Woods Plan; for there would have 
Py^l^illty of allowing free conversion of pounds into 
dollan. Tills conversion means not only that anyone In Great 
Bn lain is free to demand dollars in exchange for pounds for the 
purposes of any current tmnsaction* as distinct from a capital 
transaction, bu t also that all foreign acllers of goods In the British 
i^rkcc can claim to be paid in dollars instead of pounds* and can 
use the proceeds to buy American Instead of British gcx^. 
The assumption, of course* Is that tinder this system the inter- 
national accounts of the various cotintries will in J^ct balance on 
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the bajtis of wbat is called 'raultilatcnil" i,e* that if one 

country blip more from another than it sells to it. It will be sdlln^ 
to other countries more than it a %v*ay tliat the pluses 

and minuses ^1 all daned out. Thus, Grat Britain, as we have 
seen, used to pay for imfxurts from America partly in \fabyan 
tin and rubbcfjH by sending exports of British goo^ to Malaya, 
or out of die profits due to British holders of Malayan investments. 
The contention has alvi^ap been that this system of free, multi¬ 
lateral trading, subject only to such tariffs on imports as eadi 
country' chooses to impose, aids the intcmaiionaJ division of 
labour and thus makes the world as a whale richer than it could 
be if trade had to baUnce ^bilaterally/ i.e, if each ^ntry had to 
import from each other as much as it exported to il, subject only 
to differences arising out of such factors as transport and interest 
due on foreign debts. This is the American version of the 
traditional *frcc trade’ argumenij modified in such a way as to allow 
countrief to impose tariff on hnpotls while preventing them 
from resorting to monetary controls. The Americans also seek to 
exclude all forms of what they call 'discrimination’ by meam of 
quotas or licensing systems; but this part of the Amerisan tficsls 
can best be considered in connection with the commcniml con^ 
ditiops attached to the American Loan. 

These conditions formed no part of the Loan Agreement itself 
They were embodied in a quite distinct set of “l^roposala*" put 
for^vard by the United States Govenunent for prewnlation la a 
World ConrcTcnce on trade and commercLal policy^ to be sum¬ 
moned under the auspico of tlie United ?faljons, Tlic *’^op(KaJs 
as such bound nobody^ ih^^ were merely an American document 
for consideration by the Conference when it met. ^Tlc United 
States Government, howxvcrp insisted that as a condition of 
receiving a loan, the British Covcimment should express its agree¬ 
ment with the ’’Proposals^* on all important points and diould 
pledge itself to support them at the World Conference the 
spirit and in the letter.” A signed declaration to thb effect was 
attached to the published text of the ‘'Proposals”] and the Dritiab 
Parliament, in endorring the terms of the loan, consent^ to this 
declaration, which thus became binding on Great Britain. 

America as Lender 

Before attempting to eonsideT the American “Proposalsp" we 
must go back a little arid consider the general background of the 
American economy out of which they came. As we have seen 
alreadyt the only country which at present has the power to make 
large capital loans to the rest of the world is the United States, 
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whici) has both immense gold rmni''ea and a captacity to escport 
(V goods than m needed to pay for mdiipcnsable imports. 
The United States, by lending gold or dollar credits to other 
countn^ can er^le them to buy in the world market unports 
which they would otherwise be unable to afford. To theottent to 
which such p^hasa are made in the United States, the loam, 
ewn ffmadc m gold or Irce roreigu exchange, will be converted 
into exports^of American goods: u> the csttm in which they are 
made dswhoie, the countries from which they are made will 
<0 purely American goods. Becaiue of the 
^ be fcpresertcd. in 
otports, including such gold as does 
W1 T"* Amencati bank vaults. American power to 

the last century. Is basod on the 

^ P*y *br current 

Uijiled Siatei C^mirarcuil 

J-f cour*. if they wish, instead oflcnding 
countries. They arc, indeed, 
^nport more than they export, not only because 
S but alM because 

dends^tiuf?? mbjkd to rtsrivc interest and divi- 

ratricted S sf ?K American imports a« 

4 scJ^sufficiency of ihbJ^mieri- 
^ American tariff, which b designed to 

United States has indeed been 
negotiate commercial agreements 
« «r «m. duties up to a mJtmurn of 

newS “'-'T'S?' bas reccmly been «■ 

r period. There is strong opposition to it 

tnanulactufing intentsAmerican 
Z, prog^We opuiian, cannot help 

eithw^n pay what they owe America. 

‘be bigh American tariff is 
trade but ^l«n** '.4 k ^ expansion of Anjcrican export 

io«tmgofforeignobligation*arisin^i 
ol .^encan mvestmenw abroad. No doubt, bv IcnditiH to 

American* can alu-ays 
““ bow big their 

surplus may Ik; but thi* comes in effect to jMinir on lendina 
^morxy to pay fbr iheb* export, and never gcUing anything 


back in return^ except titles of ownersliip. In the long run such a 
process IS bouncl to invite rtrpudiatiori; and, short of that, it 
involves crisis over the whole world at any moinent when for any 
reason Americans stop timjdng the foreign Joans that are needed 
to niaki! the current transactions balance. 

This is the more acrioua because of the exEremc instability of 
American economic conditions* The on t he part of American 

citizens to lend abroad enough dollars to baknee the account 
may fail eiLhcr because of a boom in the United States or because 
of a slump. An American Imom may appear to offer better profits 
from investment—or speculation—at home than can be expected 
from investment abroad: an American dump may lowi'cr the 
willingness to invest either at home or abroad to a very low level. 
But if the American balanK of payments is precarioujily sustained 
by a high level of foreign investment^ a sudden withdrawal from 
this field is bound to to a crists, and to deprive other countries 

of the means of paying for imports from the United States, 

That Is why the more for-sighted Amerjcans reaEse the need to 
increase their imports, despite the protests of protected American 
manufacturers^ talk about the necessity of safeguarding the 
American standard of life. It is easy to sJiow that the American 
people cannot really he enriching themsclvca by sending out 
exports and not receiving imports in return^ though of course a 
number of American capltnhsis may in this way be acquiring 
Valuable capital holdings abroad. But it is not so easy to conduce 
even American workers that ibcy would benefit by the admission 
of more foreign products; llie workers fear the competition of 
products made abroad by cheaper labour; and maybe they arc 
right to fear it ar tmig if if nc Ktsmramf ihnS Amnican 
wUl bi mainlaimd. It h only under a policy which guarantees full 
employment that the argument against admitting foreign goods 
made with the aid of cheaper la 3 x>ur loses its force; and unfor- 
tunaidy, despite the biave words of a numbet of American 
statesmen^ the United States see m s a long way off the adoption of 
a consisten t pobey of full eixiployment. 

It Bce^ a long way off, because sustained full employment ts 
not possible without a large measure of state inierveotjonj include 
big the planning of investment and consumption and tlie strict 
control of monopoly practices and of all fonris pf profit-seeking 
restriction of out put. There arc forces in America that arc vi^orking 
to this end; but there are also very pow'trfiU forces on the other 
aide* including a Luge sectiun of the Democraric leadership as well 
as the major part of the Repubbean leadership. The return in 
1946 of a Rq^uhlican Congms has already made it much less 
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likely that the tariif v^ill be effectively reduced^ or other pro- 
lectjve devices rcAlly given up* and the acet^on to po^^er of a 
completely Republican Adminiairation would very I^cly mean 
not only a reversal of what h Idt of the RooseveU New Deal in 
home policy, hut also a return to higher tariffs under pressure 
from the manufacturing interests w&ch largely dominate iht 
Republican Party« 

Attutu^ jnusi Lend 

This ia a periloua outlook both for the American working dasses 
and for the n^t of the world, add it makes those who have to shape 
the polities of other countries naturally shy of putting themsehTS 
more than they must at the mercy of American economic fluctua¬ 
tions. Yet other countries must have capita] for development, if 
they ^e to escape from extremes of poverty; aud only the 
Americans are in a position to supply this capital on the large 
s^ile required. It is dicrcfore argued that it is necessary to take 
risks, arising out of the mstabllity of American economic life, 
to incur obligattciis to the United Statis which the vagaries of 
American economic policy may make tt very difficult to mect^ 
Great Bfitam must be prepared to take a certain share in these 
nsksp but it is clear that this rkk-laking cannot go to the extent of 
incurring debts to Ameri^ for money borrowed for rr-Iending to 
other countries. G^t Briiaiii b under the necesdty of borrowing 
80 mudi to cover its own import needs that it can by no means 
afford to borrow still more for lending to othcr?^ It could not do so, 
even if the Americans were prepa^ to lend for this purpose- 
Accordingly, the Amcriauia will need to make their own foreign 
invepnents directJyj and not through Great Britain as intcr^ 
mcdiary; and Great Britain will have lo rely on getting a sliare in 
ordem which will flow out from the countries in which the 
invespnents are made. At the best this will mem that Greai 
Britain will have to- supply capital goods to countries which are 
in a position to pay &ir them out of American loans^ and will be 
able to use some of the proceeds to pay far British imports from 
the United States. i-- 

TTiis of course imptict that the Americaii lenders will not tie 
their loans, so as to compel the borrowers to spend them oo direct 
purehascs of American goods. If thia were to be done^ Great 
Britain^ unable to sell to the borrowers, would have to reduce 
purchases from the United States and to take, at whatever dis- 
^yantagesj to more autarchic economic policies, and to pushing 
^tish exports^ within the limited posaibuities, by xunflar mcanSH 
The retuk would be a geticral spread of bilateralism, to the 


common dLsad^tmtstgc of the whoJe M^otld. There are Amcncan 
exporters who arc eager for such a policy^ and in laci many 
American commercial loans have been tied in this way. Up to the 
present, this has noc greatly iiiattctedj because the demand for 
American goods has l^n insatiable^ witliin the limits act by the 
means of paying for themi and because in fact other countries 
have not had much to sell, Ifp hcm'cver, the ' tying* of American 
Loans is persisted in after there has been a recovery in the export¬ 
ing capacity of other countries, the effect can only be to compel 
these counmea to resort to measures that will allow them to pre¬ 
vent their exports from Lxring ptished out of the markets of the 
world. They have to resort to bilateral trttding arrangements 
os die only left open to them of paying for the imports Avhicb 
they must have in order to feed their peoples and keep their 
industries supplied with necessary materials. The United Stati^ 
Governmentp however, expresses the strongest hostility to "bi¬ 
lateralism* in all its fortna—except the Ibrmi of tied loans which it 
may desire Itself to practisei This opposition extends to demand^ 
ing from other countries a pledge that they also vi*dl abstain from 
any sort of bilatcrajism in their coramerciai policies* 

^Mutual Aid^ and 'Disenmimtufn* 

The clearest declaration of this policyj up to the ^"Propswali” of 
1045^ was to he found in Clause VII of the Mutual Aid AgTeemcrit 
reached between Great Britain and the United States in Fchniary, 
It was there Ijiid down that the conditions of mutual aid 
betiA^cen the signatories “shall be such as not to burden commerce 
between tlie two countries, but to promote mutually advan-^ 
tageous economic relations between them and the bctletment of 
world-wide economic relations*'* The clause continues: “To that 
end they shall mcludc provision for agreed action by the United 
States and the United ^ngdom, open to partidpation by other 
countries of like mind, directed to the expansion, by appropriate 
mternationa] and domestic measur»t of production, employment, 
and the exchange and coimimpdon ofgoods^ to the elimination of 
all forms of discriminatory treatment in intcmational commerce 
and the reduction of tariffa and other trade barriers^ and in 
general lo the actainment of the objectives set forth in the 
Atlantic Charter^” 

There had been, bedbre tlic appearance of the American “Pro¬ 
posals'* of I945i much dispute atxiut the precise meaning to be 
attached to these words. Did they or did they not, tt was asked, 
rule out either (^i) empire preferences, or (A) bulk purchase agra* 
ments between countries involving an exchange of goods against 
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g(^s, or (cj other ogrccntents whereby two or more coutitriea 
might uTidrrt^e to buy certaiu quantities or values of one 
^otber s products and to open credits in one another's favour ^ 
Were such practices as these to be legarded as *dis- 
cr^naio^ ’ and thcr^ore coodeninjed? And liad the ptovidoim 
of Clau* VII any bcariiig on proposals to lend capital on the con¬ 
dition that the sums lent, or a part of them, should be spem 
cKd^ndy on the products of the country whence the loan c;^? 

ITiot qiiMtions were not easy to answer, and different answets 
had been given by spoltesmcn in the t\vo countria* In Crent 
Bntain Horltament had been officially told that there was nothing 
to prevent tJie conttnuance of imperil preJhrenccs^ the maUnn of 
bulk pureh^ agreements, or the maintenance of closer economic 
relatmns with empire countries than with the rest of the world. 
But It was not drar how &r we were entitled to go without 
violating ^iisc VII. On all these issues the “Proposals” were a 
^t de^ more explicit chan Article VII. They opened, like 
Ar^le VIJ, With a preamble relating them to a general franiE- 
work nrmcas^ needed to maintain “high and stable employ- 
m^t and plcdgii^ each country to "take action designed to 
achieve and maintain full employment within its own juriidJetion, 

^ economic insti- 

ns , but from hopcltd but unspecific opening they went 
on to a ser^ of positive proposals which opened up very serious 
proq^ts for other countries. The first of these set out clauses 
coupling togethw the "substantial reduction” of tajilfi and the 
ei^na^ of tariff preferences, which mrant that acceptance 
of iht Prop^** required Great Bnuin to give up empire 
preferences^ absohitdy, though it did not reqifire the UmW 
btates (o give up its tariff, or even to reduce it to any specified 
extent. Mext c^c a general deoundatioo of "quotas, cHibaraoes, 
or o^er quantitative rartrictiom"-iu other voah, of non-miifr 
methods of regulat^ international trade, Import quotas were 
^ to w allowed in connection with agrerf schema of inter- 

or for getting rid of temporary 
guts of ognculiural products; but it ivas laid down tiiatqu^ of 
^ cr kind must include ratiictiona on home production as 
^ •'JJ quotas mmt be "non- 

“ pt™™ representative period." This 
Ik used for tint purposeTf increasing 
SSf empire countries, or in the ‘sterling arra,’ or in 

Jt P* regional group, and that now might be 
^e of them to rehitc purehasa of Unpon, to the^Tu® i« of 


exports from the importing country \vtucli ihe exporting countries 
were prepared to receive in exchange* The *"Prop<Sais’' tl'ien 
went on to imist that, where the State itself entered into trade, 
through a * ■state-trad^ organisation,"* all transactions must be 
made on the same ""non'discriminatory"' basis, and to bind such 
organisadoru to place their orders solely on "commcrdal"* 
principlesj without seeking to use their povs-ers to build up any 
reciprocal trading conncctioiu with other countries. Thiis^ ii was 
laid down that ihc Staic^ if it entered into trade, nitist bcha^T in 
an entirely capitalistic fashion, and must not resort to any measures 
of intcmadonal Socialist planning or to any regional trading 
sysiejn* 

Next foUowed restrictions on export subsidies ^ and thru came 
certain exceptions relating to the dmp traffic and the traffic in 
arms, which do not concern us at this point. The 'TVopoaala'^ 
then w^enl on to rule out any special trying relations between 
metropolitan and colonial lerritorieSp and to make an exeeptiou^ 
under conditions which were left undefined, in favour of absolute 
'Customs Unions/ uniting two or more neighbouring countries 
into a single tari^ area, next section proposed intcmadonal 
and nadorLal action to curb restriedve practices on the part of 
business combines; and the next after that dealt with Inter- 
natiomd Commodity Agrcciiicuts for the regulation of the output 
of and trade in priioary products. Fitmlly, there was a series of 
clauses dealing with the constitution of an International Trade 
OrganisatiDu within die framework of the United NalioiLSk 
parallel to the other sprclfilbed international agencies already set 
up to deal with Relieff Food and AgriculturcTp Education and 
Mcinctary Regulation, These Proposals"^ were submilted in an 
amended form to the Preparatory Intemational Trade Con* 
fcrencc which met in London in the autumn of 1946; but the 
essential points remained unchanged. 

The professed purpose of the Ammcan Proposals'' was ofeourse 
the rcaioration of a complcie system of multilateral trading, to 
which all the United Nations would be bound by adherenoe to 
them. Few will deny that muJtilateraibm in trade has great 
advantages, or that it would be a calamity if each countiy had to 
aim at a bilateral balance of trade with every other. The assump¬ 
tion^ however, that undcrlii^i the advocacy of entirely unregulated 
multtlatcral trading is that, under that each country will 

in pTactice be abk to adiieve a balance in its trade rclatioiu as a 
whole, by finding enough purchasers somewhcfc for Its exports to 
pay for the imports which it needs. If this cannot be done at the 
existing prices, the multikteralists argue, the reason must be that 


iht pncM wlikh si count ly la charging for ila exports arc too high. 
A country so piaced, they say, should reduce its prices and tliia 
capiujrc a larger market. But what is to happen IT the demand for 
the country's Ciitpom turns out to be so inelastic that the leduccd 
prices do not lead to any considerable increase In sales? Andt 
again, is a country to be expected to reduce its export prices ai the 
cost of cutting vvages and producing conditEDru ofintemal depres* 
Sion.? It may very well be the case that a country which exports 
mai^y primary produce may be quite unable to expand iu 
raarke^^ to any substantial extent by reducing prices; and the 
same thing iMy ^ true of a country which exports capital goodSp 
especially if it ia jn cornpetitioiii with another country that is in a 
position to supply such gcMxls on credit, W'bcrens it needs cash to 
pay for current impons. 

It isp of course, obvious that a system of multilateral trading b 
ofadvMtage to a country ruch a.s the United States, with its vast 
hnaiicial resources and its ^tem of uncontrolled capitalisl enter* 
prise. At Ic^i h obvious up to the point at which muid- 
iatcraJism, by ruming less prosperoua countries, would begin to 
react on the total market and thus to limit American sale*. TIic 
itacricans Imvc a way of assuming that whatever suits them is 
bound to mu everyone else* and is indeed the only proper and 
virtuoiu coupe for anyone to follow. This is less evident to 
countnes wluch, unlike the United States, have difficulty in pay¬ 
ing ior the imports which they must have in oirier to rndniain 
their standards of living and keep their peoples employed. Great 
^ntain, for exj^pie, has nithin the next yisirs to find enough 
buyers of British exports fu) to pay for current imports, (i) to 
meet mstal^nts due on the American loan, and (c) to begin 
paying off uje sterling debts to I ndia and to other countries that 
have b«n accumulated during the war. Can this be done imios 
Ureal Bntain b left free to m^e special inide bargains that will 
cimm the ability to make direct payment in British products for a 
su^lanii^ part of the imports required? In effect, can Great 
^ord to dispense with imperial preference or with doM 
^dmg rela lions tmide the "sterling area/ or with the power to 
mi^e bilater^ bargains, or to use state purchasing schemes as 
1 ruments for directing purchases to the countries which it is 
1 am not suggesting that aii British purdiascs 
need be, conducted on ihese principles; but the 
Os A ^ conduct jomr of them* in order to reduce t he denumd 
surely be indispensable if crisis and default are to 

oe avoided. 
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Full Empioymmt md Il$ Ril&Si^n to Si'crW Deoeli^pmfftt 
If tlie major opuntrics concerned with world trade and invcai- 
ment—abov% aU* if both Great Britain and ihc United States— 
succeed for the future in maintaining full employment and in 
avoiding Inliationary booms^ the skualiDn uill be very much less 
difficult than if they lail in this. If full employment is maintained, 
the demand of die United Stales for Imports will be large, even if 
the tarlfF remains, high; andr the absence of a speculative boom 
at home, Americans will possibly be ready tp make abroad, at 
any rate for a tjmej enough investment to of&ct their surplus of 
exports and to co\'cr the sums due to them from the debtor 
countries. In sueli a situation. Great Briiain v^l be in a good 
potion for finding export markets, provided Uiat British indus¬ 
tries are efficiendy run and there is no waste in the merchanting 
processes. Full employment without inflatlpn in the leading 
countries will create a buoyant economic position throiighoui the 
world; and there will be much less need for any country to protect 
its balance of payments by measures which may be regarded as 
constituting ^discrimination.^ But this holds good only as long as 
full employment is maintained wenly, and tendenrira to specu¬ 
lative bwm are kept firmly in check. TTie chances of this happen^ 
mg iu Great Britain depend on the mdstcnce of a strong 
Government, prepared to intervene actively and to deal promptly 
with monopolisti and profitecn. They depend on the same factors 
in the United Stales, with the difference that even the strongest 
Government wM there find itself faced with much stifier oppo- 
sition, not only from powerful interests hostile to state control in 
any form, but also from the highly speculative lemperameut of 
the whole Americun investing public. The recent course of 
American politics and liie recent trends of public opinion m 
America alike suggest that the currenr is setting strongly the other 
way, 

British Coffvwcid md Ooerseas 

It would be folly, in face of the uncertainties about American 
policy and practice, for Great Britain to accept obligations which 
might put it quite beyond British power to balance incomings and 
outgoings on tntcmatioiml account. There will be no desire in 
Great Britain to press bibteralism an inch further than is neces* 
sary ia order to safeguard the power to pay for nectssary imports 
and to meet other outstanding obl^tioDS. Bui in face of the 
incviiable difficuliy of exporting enough to meet current bills for 
imports and graduaiiy to repay the short-taTo debts accumulated 
during the w^ar—to say nothing of the inatalmenis on the 
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American loan^Grcat Britain miiat reserve the power to make 
bulk puTchaKS of necessary imports on mntuaJ trading terms. 
Moreover, if Great Britain is to take any tonridcrable part in pro* 
vidin^ capital foam lo meet the needs of backv^^ countries, 
especially in the coloniaJ empire^ power must be retained to ^rr- 
mark at a^y rate part of the Jc^rs for purchases of Britkh goods. 
Great BnUin W'ill not be in a position to dispense with these 
it IB rimply not practkahlc, in {ace of a strained eaLchange 
position^ for Great Entain to mkke steiiing loans which the 
borrowera can convert at will into dollars, to be used for bnyhig 
American goods^ 

In other svocdSj however explicitly the British Government may 
have promised to support the American ^‘Proposals” at the 
World Trade Conference which is due to meet in j 947, it will ht 
impracticable for Great Britain to carry out the obligiatiotis 
involved unless the United Staid maintains so high a degree of 
prosperity as to keep its demand for imports at a very high le^xl 
and at the same lime allows a sustained willingness to Icnd^ in the 
form of long-tcrtn foreign invdtmentSj any surpluses that may 
accrue to it on Liuding account. Given these conditions, it might 
be practicable to accept the {lUl obJIgatjons of multilateral trad- 
iog, over and above those accepted at Eretton Wo^ in the 
monetary spheitr. Unless these conditions arc fulOJIed, ihc thing 
simply cannot 1 ^ donc^ either by Great Britain or by imy other 
country which is at all similarly placocL An enormous risk hjis 
therefore been token in agreeing tq accept the combined obliga- 
tmtiB without any real guarantee that tfic Amcrlcarn will nott 
before lo^, plunge headioiig into another slumps or refuse to 
make unti^ foreign Joans on a sufEdent scale to prevent the rest 
of the w'orld running out of doUana. 

dnitbtj. many of those who v*otcd in Parliament fbr accept- 
ance of the conditions attached to the American loan were ahve 
to ibis danger, but relied on its failure to become actual because 
they felt confident that other countries wnuld certainly reject die 
* even if Great Britain joined with the 
umtra States in pressing for tbem^ This was very Likely a oon^t 
antiopatiom Indeed, the proceedings at the Preparatory Con- 
lercfice m London, winch constdeted the American plan in die 
autimn of 1^46, made k clear that the “Proposals'* were most 
unlikely to be accepted in thdr original form, and Aat other 
countncB were disposed to msist on the promise to take measure^ 
mmsunt^ full employ^nt bring regaled much more seriously 
man the Umten biatcs Congress seems disposed to regard it. It is> 
10 aay the least, most unlikely chat the “Froposais” will be accepted 
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at ihf? Wi:>rld Conference in anything like their origin^ form. The 
Dutch and the French will obviouily take strong objection to the 
clauses which forbid ajiy speebj trading arrangements between 
metropolitan and coTonkl territofies* The Soviet Union^ which 
refused to take any part in the preparatory distnmions, will 
certainly refuse to accept the proposed restrictions on the policy 
of stale trading organuationsH There will be opposidon to the 
prohibition of t^port subsidies and to the banmng of regional 
trade xurangemenis that fall short of complete Ciutoms Unions* 
Moreover, the control of Congress by the Republicans, tradition¬ 
ally the “tariff party,” makes it unlikely that the Americans 
themselves will l>e prepared to lower their tariffi enough to 
induce other coimtrics to make the large concessions which are 
being demanded of thenL At the London Prepamtary Meeting, 
it wTis decided that the next step should be a protxss of separate 
nt^otiacioos between the Americans and other countries on 
particular duties; and discussions on these lines are about to open 
in Geneva as 1 wriie^ In the event, the opposition of other 
countries may rescue Great Britain from the necessity of following 
a commercial policy dictated by American Interests—a policy 
which It could not implcjncni without serious risk of disaster and 
unavoidable default. 

Even if all goes as well as it can po&dbly go in these respects, 
Great Britain's pow'er to make any substantial contribution to the 
development of the backw'ard countries depends, even in the tong 
runi on the achievement of a high standard of efhcicncy in the 
British exporting indusirira and on better organtsation of export 
trade. Unless these are achieved, it will be impossible to pay for 
necessary imports—much less to have a surplus Ibr overseas lend¬ 
ing. Accordinglyj it is indispensable for the Eridsh people both to 
ta^lc the problems of the basic industries—fuel and pow'cr, trans¬ 
port, steel manu^emre^-on which the coats of other industries 
depend—and also to bring down coats in the maniiDicturing 
industries which have the beat prospects of success in export 
markets, as wtU as to cut out every r^undant sdli^ cost. The 
overhead costs of marketing Britiah exports have hitherto been 
for the moat part much too high. There have been too many mer- 
chantSt placing too small oidcr^i and indsting on a diversity of 
specifi^tiom which has unnecessarily raised ^ctory coats. There 
will itcedj also, to be special arrangements for export credits^ 
based on the artangements adopted between the wars^ but on a 
considerably greater scale. The Export Groups form^ for the 
purposes of the export drive of the earlier war years wiH have to 
be redeveloped on a permanent footing and brought under proper 
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control as agents pf a planned foreign trade policy; and there vviil 
have to be a central authority under the Board of Trade to fcrniii- 
late Lhii policy and to co-ordinate the varioiu bodies responsible 
Ibr its dctailca executian. 


The IntenMtwiml Bank fir itecoiiirn*f/toff <uul DtinhpTTiait 

Capital for world development, however, will need to cotnc 
much more largely from the United States than from Great 
Britain, because the United States is in a miicii better positioti to 
supply it. Tliis is recognised in the proposed strueture of the 
Intcmatlomd Bunk which has emerged from the Bfrtton Wood) 
Conference, as the complement to the new Intematioitai Mone¬ 
tary Fimd. ThU Bank is, in effect, the agency dirough tvhich it i» 
plaiuicd to canalise the process of Amertctin investment abroad, 
as far as this process is to be canalised at all. It is therefore 
important to scnidnise carefully the cooditions which an: 
Intended to govern the Bunk's work. 

The latcmaiional Bank for Reconstruction and De^’dopment 
has been «iab^hed with an authoriicd capital of to,ooo,oo0,oo0 
dolL-irs, ot^^ch at theoutset only 2,000,000,000 dollars have to be 
paid up. capital is made up of national 'quotas,' assigned to 
each particjpunt country, and is payable as ro onc-tenth in gold 
Md the rrat m^thc country's own curreticy, except that countries 
devastated or impoverished by enemy occupation need not be 
payment in gold. The Bank's capital is to be 
availabfc for ^ing ong-icrm capital Joans; but this is to be done 
0114 y where the would-bc borrcnvcr cannot get the tApiial die- 
where on r^nablc terms. In other words, the Batik is not to be 
ailovtim lo become the compeUtor q[ private £in:incja2 entcfprisCt 
exce^ where pnvate enterprise seelu to extort what the Bank 
regards as exorbitant tenns, Tlie Bank is, however, authorised not 
only to loans, subject to this condition, but also lo guarantee 

loans i^de by other agencies; and this is evidendy intended to be 
Its majtt meihod of operation—for loans of two, or even of ten, 
l^usand nulhon dollars wouhl clearly not go lar by themselves. 
IJiis power to guarantee loans is hedged in by the condition that 
the lo^miat be guaranteed in turn by the Govemment or 
t^ntral Baii oV the country for which the loan is raised: and 
mm IS again the proviso that the International Bank shall act 
only when it u satisfied that "the bonnwer would be unable 

reasonably." It a further laid 
ofTlii* *1 ^ roposc no conditions that the proceeds 

Ofa loan shall be spent m the tcjritorie, of any particular Wmber 
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0r members-” The Bank U to make a char^ge of i or i J per cent* 
for giianmtceing any loanj and this charge wih of course be 
addidonal to tlie intmat payable to those who provide the money. 

Will this machine^ work? Will tlie Bank be in a poskion to help 
poor counlHca to raise llie capital they need at intereat rales svhich 
they can afford lo pay? Obvioudyj the answer depends m part on 
the le^.^1 at which interest rates are allow cd to settle dmvn in the 
ridier countries, and above all in the United States* In the past, 
^e backward countries have usually had lo pay high rata of 
interest on such money as they haw borrowed for dcvebpnicnti 
^d this has bwn a delemnl ^cior because of the buiden 
imposed on their public financcj. As wg have scen^ the backward 
couump need cheap capital: they cannot afford to borrow dear, 
even if in the long run the capital would be likely lo mercase their 
national incomes to a satisfactory extents Lenders^ in vim of the 
poverty of the borrowers, have been dispckscd to exact high rates 
to cover risks of default- Tht guarantee of the International Bank 
is designed to elimijiate this r^, and thereby to faeUitatc cheaper 
borrowing- But the rates at which the needy CDUUtxici can borrow 
cannot be leas than, and arc bound in practice to be more than 
the rates obtainable from gilt-edged lending at homc^ and if the 
home rates are ^gh the rates changed on loazis to backwrard 
countrip Will be in most cases sheerly prohibiliv'c. It ts therefore 
a condition of the Bank's success that the Governments of the 
lending countrira, induding above all the United Slates, shall 
agree to maintain a j^me of cheap money Ibr long-term m well 
as for short-term lending. The only alternative will be for the 
Governments themsdw to make the loans on spedaily low 
ter™; but this seems to ha\^ been ruled out by the provisiofiS 
which forbid the International Bank to compete with private 
hnandal enterprise^ 

Over and above this dilltculty, the new Intcmadond Bank 
^mittedly n^dc a bad start* Inde^, up to the bcguinii^g of 1947 
it had made in practice no start at all; and there was an ew'ident 
reluctance in American quarters to itet it goings This was not 
unconn^ted with a strong tendency that had developed in 
contieclion with the * tougher^ American foreign policy of 1946 to 
refuse loans to countries of whose political proceedings the United 
States Govermnent did not approve. Not only did the Sodei 
Uruon fail to get the American loan for which it w'as asking: loan 
aasistanec was also being refused to countries held to be too much 
under Soviet infiticnce, or politically too little in compliance with 
American conceptions of d™iocratic rule. 

All things considered, it would appear unwise to rest large 
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hopc9 on the activliita nf the [nteniAtionnl under the con- 

ditioru laid donti in the Eretton VVoticb Agit^cmcnt* It wiii be 
necessary to resort to mneh tiiiorc courageous methnds in order to 
achieve at alJ rapid progress in the industrial and socM dc^'rlop* 
mem of the backivard areas—^to place capital at their disposaJ noS 
on ordinary commercial tcmis^ but at cxcrpuonally low rates and 
perhap without any interest diar^goi at all in the early >-earis, until 
there has been rime for the investment to increase the national 
revcnnea* and thus provide the means of payment. There is, hbw- 
evxTj no sign tL\t either the United States or any other country' 
that is in a position to lend is yet ready to faUoiv such a policy of 
world development, or to depart so far Ihun the lunitcd notions 
of traditipnal International finanoe, Hic proposed Intejniitional 
Bank b no doubt belter than notlung; but under the statutes 
approved at Btetton WcKsdsj it could by no means be expected to 
fiU the bLUj. even if its proipects had not been further jeopardised 
by American JTLsbtcncc on conditions of politico-ecoiiooiir 
orthodoxy on the pan of countries seeking capital from the United 
States^ 


ifwtsimgni Foii^ m Ih B^ikward Cinmlrm 

rhe backiA'ard countrieSj tben^ ivill be Ibrced to rely lo a great 
extent oti their own rc^ourcei, a^ can look Ibr only limited help 
from the richer countries. It follows that it b qf the greatest 
unportance for them not to allow any port of such foreign wiaJis 
they con get on tolerable terms lo be squandered in paying fpt" 
what they arc in a position to produce at home. Foreign loans 
mould be earmarked strictly for paying for goods which have to 
be imported—especially capital go^ whlcJi can be made eco- 
nomicaUy only m the advanced countries. This means that a 
laij^ pa^ ordc^nclopinent expenditure in the backward countries 
^Ju need to be coveted by internal loans or by ta-xation—or, of 
course^ by internal bank credit, which h itself a kind of loon. It 
also means that in many instances simpler methods will have to 
prcJcTTcd, even where a job could in theory be done morr eco¬ 
nomically by more advanced methods requiring heavier external 
nnanre. That is one rewn why, in general, roads are lo be pre- 
Itrrcd to railways for improving internal txansporl, and why E 
better in many cases to encourage relatively simple 
cojisumcT^" goods than to set up great 
equipped With expensive madiinery from 

In iiuropCj as we have seen, reparation^ deliveries of plant from 
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Gcimany may be able to con tribyte a little to the work of rccon- 
stmedon imd development; and in Asia it may be possible to 
esaot a similar contribuiion from Japan. But these contributiom 
cannot in any event be lar^ in rekdon to the mpiircmenis; andj 
in general, thek^ factor vdb be the reaourcefuJntss which countries 
show in mobilising their a\m man-power for capital constmetion, 
in much the same tvay as the Soviet Union performed mimdes by 
hamowng its own resources to the task. Clearly, these lesourocs 
of the backw'ard countries can be used much more effectively if 
neighbouring countrirs act in close collaboration than if each 
country acts alonc^ For each country can do belter if, by pooling 
with its neighbours, it gets the ad^'anlage of specialisation and cf 
a lajnger market for each commodity of whidi it develops the 
prcxiuctinn. 


IjufCJirntni in Hfolih ^nd 

It IS important not to conceive too narrqwty the range of 
development projects of which the backward countries stand in 
need. Health services and education,, though they yield no direct 
money returns, arc fuJly as vital for the advancement of the 
hational income as the development of agricultural and industrial 
production by direct means. Moreover* there is a field in which 
the help that can be rendered by the more advanced countries 
need not be limited by the difikulUcs of foreign investment in the 
ordinary sense. The bickward countri« badly need teachers and 
instructors, both in general and in technical education. They 
need skiUt^ supervisory workers for advanced industries and 
services, and scientific advisers in almost every field. They cannot, 
however, afford to pay such persons the salaries W'hich pro¬ 
fessionals aod skilled technicians fiom advanced countries are 
accustomed to demand as the reward for expatriation, often to 
uncongenial and wtnetimes to unhealthy environmental 


A Tiisk f&r ihi ATro Ee^/ipmk iind S&cidl (huncU 
There would be very much better hope of organising on tolcr* 
able terms such technical, health and cducatioi^ services as the 
backward couniries stand in need of if the task could be taken 
over by an international body and if the workers in the service 
could be gh'en thesiaiua and the security of an international civil 
service working dircedy under the au^kes of the new United 
Nations OrganisatiDn and its Economic and Social Council. It 
should be one of the functions of the new Orgarmation to under¬ 
take on a much huger scale, and for aU backward areaa, the kind 
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of work that was donis m a Mnalt way through the League of 
Nations Health OrganisaiiOD. With modem means of air tram- 
port* there diould be no difficulty in giving the of sudi 

an inEernationai service incejuent apells of leave at home—a factor 
which would be enough by itself to make the recruitment ofgQod 
men and woinen very much e;^icr^ An intemational service, 
O^icially organised, would also for other reasons be remiicabfe 
more cheaply than is posable when die canditions arc set by the 
tenru ofTei^ by gmt capitalist cuncema; and it Is probable (hat 
a large element of idcalLim ^vouJd further aid recruitincnt asioon 
as there were signi that the job of w Grid development vv as i^ly 
being tackled in a workmanlike way* The seheme cciiild be 
Gxpandedi given die right nudrui of full-Lime officen* by arrange¬ 
ments for the exchange of teachers and skilled workers for periods 
of serricic in each other's counExks; and a large plan for university 
and technical college scholarships for students from the bw^'ard 
countries could be developed in connection with it. All thiSj how* 
evo'^ hangs on the condition that the Gowmmeiits of the 
advanced countries^ acting through the Ecmsomic and Social 
Council of the new' World Organisatioiip shall really mean busi¬ 
ness and set out on a Laigc-sc^ attempt to bring the back^^^rd 
areas into touch with modem scientific and technical methods. 

Procticaiify and Ideaiwn 

It is not easvp at this pn^int, to be sure where practical conunon- 
sense leaves oft and impracticable ideaUsm btgins. The experi¬ 
ence of the Sowt Union shows that it is fiiUy po&sible for a 
country, even with hardly any outside help, to lift itself out of 
b^wardnesK and illiteracy at an extraordinary rote, though not 
without great difficulties aod sufferings in the process. With even 
moderate belpj the sufferings should be largely avoidable, and 
the difficulties very much Icsi^ If to suggest what I liavc suggested 
in this chapter verges anywhere on improcdcable idealism, the 
reason do^ not lie in any t-Khnical impracticabLiity in 'wbuE 
I Jmve urged, but solely in politic^ impractiaibility* 11 I have 
proposed more tlian can be donep. it Is because I have not allowed 
enough—though 1 have allowed a great deal—for the incapaciiy 
of mankind to face in common the essential ^ ks in which they 
have, demomtrably, ft common concern, I'his political aspect of 
the problems of mtematioiLalism and world devclopmcni will be 
discussed farther in the nott section. In the meantime I set at the 
end of this chaptert a smplc table ahowing the statistics of life and 
death,, where they exist, for the chief cotinLries of the world. 

* See PP* 994-5. 
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XoUuDg Ahows mare clciirly tlxan these Bguret the gulf Avtuch 
separates the mare odvaiK^ fiwm die more backward cam* 
muxiitics; and nothing more clearly demoDStrates the need for 
world action to bring die nations doscf together in their oppor* 
turn ties for healthj wealthy and common enjoyment of livings 


Note: This book was Gnished and in print before the fuel and 
weather crisis swept over Great Britain in the early montiu of 
1947* That crab, in part the outcome of the introdibly incom¬ 
petent han^ng of the British coal-mines over a long period of 
yeajij and in part due also to ddoctivc planning by a Covemmeat 
more attentive to lodg-nm than to short-run problenu of 
economic policy, was znainly a matter of sheer bad lucL It hit 
Great Britain at a critical moment in its attempts at reconstruc* 
tion, on top of the severe blow to British recovery admmbtcrol by 
the rise in American priccSi which rendered the dollar loan quite 
inadequate to meet tke combined daims of Great Briiain^ of the 
British occupation of Germany^ and of a foreign polity based on 
taking an undue share in poUcing the world in the interests of 
Amencan ai well as British capitalkm. The effect of the crisis, 
whatever its causes, was greatly to weaken Great Britain both 
intemalJy and as a potential coutrihutor to any concerted policy 
of world econoinic development, and proportiauaidy to put yet 
more power, for good or evil, into the hands of the United States. 
If I had been writing the foregoing chapters now, after the crisis 
of 1947, I should not have WTitten them very^ differently; for I 
had already taken laige account of the extreme precadousnes of 
Great Britain's intcroatfonal economic siruHiion, 1 should, how¬ 
ever, have stressed even more the difficulties of the British 
balance of payments, and their effee l in making it shcerly impos¬ 
sible for Great Britain to play any laigc part in the provision of 
the capital tesourccs needed for the devdopmeat of the world^i 
backward areas. As mattcra now stand h is plain that, when the 
Atnerican Loan rum out^ a further crisis ts utterly unavoidable. 
It is simply not on the cards that Great Britain can be abk, ncJit 
year or the y-ear after, to balance its intemationa] accounts— 
much less to have anything over for helping other countries, or 
even for paying off oumanding debts. Great Britain wiU be 
found suing again for credit, and doing so under most disadvan-^ 
tagenus political as w^ell as economic conditions. There will be 
many who will urge that the situation leavm only one eg uric 
open—complete acceptance of any terms, palitical or economic, 
that the United States may choose to enforce upon us^ On that 
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view* the Loan Agrwnent of 1943^ with its attach^ egiuiidom:, 
will appear in retro^sect as merd^ the first step lowaltb the o&n- 
quest of Great Britain by Ammcan capitaihnn. Sueh a develop¬ 
ment of nHaifs will prove quite irreeoitcUabJe with the retention 
of office by any Govemment let on pursuing a AC^uUistic poLicyt 
however mild its Soctaiisin may be. A satelHte Britain^ hdd 
firmly in the dutches of American capitalism^ will need a Gov- 
cmmeiit acceptable to its masters—and wilb before iong^ un¬ 
doubtedly get such a Govemmeut. But a Government acceptable 
to the Ainericans will be entirely incapable of tadkling the basic 
problems of the British economy, which calls for thorough plart- 
^ drastic enforcement of priorities against the insistence 
of ^frec enterpr^* on following the profit motive whithersoc^'cr 
it lead. Accordir^Iy^ the aj^guments set forth in this book for the 
strongest possible production drive, (or the mutual planning of 
international trade on the fines of agreed exchanges with other 
planned economies^ and for the building up of the closest possible 
relations ^th with the rest of Western Europe and with the 
Soidet Union, art inunensely ndnforced by the icvere mkfortunca 
which fell upon Great Britain in the early months of the present 
year.i ^ 

* Written in Mnitihf 1947+ 


99^ 


PART SIX 
WORLD AFFAIRS 








CtlAPTEK 1 


THE UNITED NATIONS ORGANISATION 

XiiE Plan for the Uniled Nations Otgatiuaikin was 
worked out at the Dumbortoa Oaks Conference of October, 1944, 
and wm. amended oxkI adopted at the San Pranebco Conference 
ofjuncp 1945^ U.N.O-Catnc into being with 51 States as members^ 
he^cd by the ^Rig Five*—the UmcM StMes, the Soviet Union^ 
the Unitm Kingdom, France and China. Of the 51 origiiial 
members, 14, mciuding the Soviet Union and abo the Uk^nc 
and Byclo-Russia, which are ^parately represented, ore in 
Fumpe^ 0^ arc in Amcnca; §, including Turkey, are in Asia^ 
4 are in AJftca; and 2, AtzstraJia and New Zealand, arc in Austrah 
asia. As U.N.O, T.vas made up exclusively of States which were at 
war with the Axis (including those which ''dimbed on 

the batid-Avagon” at the lost moment), there are notable absen¬ 
tees^ In Europe among the countries initially excluded^ besides 
Germany^ w'cre Italy, Albania, Iceland and ^e, which have all 
applied for admission, Bulgaria^ Roumania, Amtriap Hungary 
and Finlandp and, amoiiig neutrals, Sweden, Switzerland and 
Portugal. Since then Iceland and Sweden have been admitted, 
and Eire, Albania and Portugal rejected.* Spain has been ex¬ 
cluded by definite resolution; and such nrudwts as Monaco and 
Audorra do not appear to have been consiocred. In other con¬ 
tinents, non-tnembeas included, b«ides Japan^ the Mongolian 
Republic, Korea, Siam, the Yemen, Afehaniamn and New- 
foundbnd. Afghanisian and Siam have since been admitted, and 
the Mongolian Republic refused. Colonial lerritoria, not tanking 
as selfigovcmiiig States, are not eligible; and only the Ukraine 
and Byclo-Rusaja, among the Republics of the Soviet Union, arc 
represented separately* ^me of the countrira mentioned may of 
course Iiave been admit ted before these words appear in print: 
the list of countries given on page 1004 includes only the 
original members. 

Among the mcmber*Statcs five are given a spedaJ pcisition^ 
havdng permanent seats on the Security Cnuncil w^hich is the 
principal cxccuiive organ of U-N.O, and is accorded s-ery exten¬ 
sive power*. Each of these five States has, morem'cr, a practically 
* Up tu die end of 
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linltmiicd right oFvtlOp which extends to preventive any dedsion 
&om being taken, even on a dispute to which the State concerned 
is a party. Thij rijjht of veto has been injdsted on especially by the 
Soviet Union, which has repcMedly cjcercised it since the ^cority 
CounciJ canie into actuaJ operation; but the prindpic of the veto 
aJjo found suppon, when the Constitution of U.N.O. was under 
discussion, in the United Stales, because the Americans were 
reluctant to commit thecdselves to international acdon which 
pughL Fad to gain ihe approx al of the United 5 tates Congress. It 
is iiuporiartt to bear ihii iu mind, m view' of the strong mticiscn of 
the veto that lias dncc proceeded fmm many sources in the United 
States. 

£/JV.O. thi Leagm of Compmti 

Tlic basis of U.N,0. differs froui that of the defunct League of 
Nations above all in the wide penven given to the Security 
Council and in the far-reaching reccigfiidon of the right of veto. 
In all matters connected with security and the prevention of war 
it iSj. far more than the League ever was, a deliberative commit tee 
of the Great Powers, woth no power to act unless agreement can 
be reached among them. The Security Council includes, besides 
the representatives of the 'Big Five/ six members—that is to say, 
a bare majority—chosen by the remaining tiiember States; but 
these other mernbers have no poivcr of veto and are not repre- 
■pit the Military {Chiefs of StalB) Comnuttceii whicn u 
primarily responsible for organising the military side of the work 
of the Council. Nor are they, w'ith the excepdon of Ciinada, 
represented on the spraai Atomic Energy Commissiou which 
was set up early in 19 ^, 

In all matters ofsecuriiyj. U.N.O. stands for a retreat horn die 
'Idealism^ of the Cbvenam of the old League of Nations* As 
against this, greater recognition is given in U.N.O. to the need 
for social and economic collaboration. The League had no regular 
rtprcscntaiivc organs, except the Ixitcmadonal Labour Organisa¬ 
tion, for dealing with economic questbns, its Financial and 
Economic Committee being mainly an expert hicUfindmg body, 
with no power of action. The LL.O., cut adrift fmm the old 
League, of which it was a part, remains m bring under a new 
Constitution drawn up at its Philadelphia Conference of 1945 , 
and has been accepted, w^ith its tripartite atructurt, ai the insiro- 
ment of U.N.O. in the field of labour legiriadon; but its relation 
to U*N.O* has still to be precisely driined. Side by side with it 
^cre now' exists the Economic and Social Council of U.N.O. 
itself, with \t:ry wide but so Jar indefinlle functions* The Econo^c 

1003 


Tia Uhtod NAtliiM Oma/MmAitKm, 
mz ouuHtAL UEMxtsa 


I, Ouim, I, i, \ i, », ^ li, 11 
3, Soviet UdlM, t* V "p * ^ « 

? I 1^ i« ti 

\ \ 11 


f. Tiw 

Ip 

a. 

3- 

4. United KicgilanL, * 

3, Unllcd Stmlo of Acnericn* ^ 

//. Offtci- Gnnfrfer 

6 * aogiujo, ■, *. • ^ ii 

7 . Byeki-Ruttk 
B+ Czedu^kdovoMa. *j, * 
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J4. ^Und. ip *, V w* 11 
15. Ukraioe* ^ 

t6. YugoiUvio, ^ * t^*p 

///. Ofhtr Asiatu CmUria 
17 . India** 
i8u Imqp », ■ 

Lebanon^ * 

3 0 . !P^ma 
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23, Syru 
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/F. .Ij^st Qwito^ 

aj. Ej^r, », *• 

36. Eiluopia 

37 . LiberiA 

aO. Uidan of South AlHcn, \ * 


K Qihff Ammcm Ckiminu 

29 . Ari^tioe* ^ 

30 , BoUvio, “ 

SI. Brazil, ** 

Canada. ^»***» 

3S. Chile. >, 

34 . Caloml;^ \ •, 1 “ 

S5. Gotta Rica, 1* 

3 ^- Guhn* a* \ ^ 

S7* IDomioknn Republkp i* 

3 k Ecuador* ** 

39 . EJ Silvodnr^ •p 

40. Guatemala^ !■ 

41 ^ HiJrit *, 1 * 

4 S„ Honduru. >•■ 

43 . Mexico. *,*** *<>* I*. » 

44 . Nkaro^ua, 

45 . PanamSp 1 * 

4^. Para^iiAyp 1* 

47 . l^rop* t u <* 

48. Urt^ay. ** 

49. Venezuela, 
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* Member of TrUtUteihip CkiPtn]cil+ 

* Member of Food and .^neulEitre Council. 

■ Member of U^dl^RrA, European Council. 

^ Member of UJN.R.RnA. For Eoneiii GounciL 

* Member of European, Gn&I Organnatiofi, 

* Vleznher of Entematiimal Cml Aviotloa Council. 

Rrprcitnled on LuerEmtional Court ofJmdoe. 

St Mmher of Govcmii^ Body of I.L.O. 

1* Member of Faa-AnM^iean Unkm smd Signatory to Ad of Cbapuliepec* 
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and Social Council i> appointed by, and reporu to, the Assembly 
of U.N.O., on which all the member States arc repreaented* There 
is no statutory pro%-ision in the U,N* 0 . Charter for any Smte to 
have a permanent seat on the Economic and Social Council; but 
in laci all the 'Big Five’ arc represented on it, as they cicarly mu« 
be if it is to suu)d a chajnex of rucocss* The Ghajrtw J^avc5 it 
unclear how much the E. and 5 Xl U intcoded to imdertakc 
dircctlyi and h<Av far it ia to work through other, more specklised 
ageivJra which the United Nattont may set op for pv^cuJar 
puipcHCS. It 1CCI113 to be intended that these other bodies shall 
play a very iinponant partj and the Ed and S*G. is Instjructcd to 
enter into arnuigements with them, and also with the l.L.Okj 
which ia on a rather different Ibodtig. 

^SpicialtJtd Agemuj* 

The ipedalbed bodies already brought into existence, induding 
some wliidh are tetnparary (U.N.R.R,A,) and some which are 
Btill only on a provisional basb^ include the foUow'ing: 

UniUd JVo/iffJu Rttii/ and Rih^iiilatkn Adminiftraiim 
(U.N.R.R.Ad), set up at Washington in November, 1943, far 
purposes of relief and ahort-term rcconstrocdon in the liberated 
cotintrics and among displaced persons in Eujrope and the Far 
East, its operations were later extended 10 Italy and Austt^ 
and also to Ethiopia, Korea and Formosa. It did not deal with 
German relief^ except on behalf of displaced personaj or with 
relief in other ex-cncmy countries. U.N+R-R.A. wus intciHied 
to fi nhk its work in Europe by the end of 1946, and in the Far 
East by March, 1947; hut in face of the great continiung need 
for its services on account of the food shorUigc of 19461 a strong 
plea was made by Mr. La Guardia, its Director, and by many 
others for its cniitintiaiice beyond these datesj evim if the scale of 
its activities had to be cut down. The refusal of the United Statesp 
followed by that of other countriesp to vote funds for its con- 
tinuance, made its liquidation incviiabk, even though no 
alternative agency had been created to fill its place in countri« 
still obviously In urgent need of relief and unable to hnance their 
own supplies. UpN.R.R.A.''s work on bdialfofDbplaccd Persons 
was in proc^ in t947, of being taken over by a special 
organisadon set up Ibr this purpose alone. 

Jni^naHonal Orgajniaiwn, approved by the General 

Assembly in December, 1946. 

UniUd jVe/ioat /wd Agmidti^t f>F|uixtMtu?n (F.A^O,), set 
up as an outcome of the Hot Springs CbnfeTence of 1943, 
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Ml ^nally instituted until October, 19^5, when it hdd its 
fu*'^'^*^°L*t*** F.A.O. deals, not vnth tpioiedtate 

^ v s^BriculttUTiI planning and nutridon 

poucies^^ Its Director b Sir John Boyd OjTj tbc^ ItadinE earocrt 
on qi^tlons of nutrition* 

Seimtifir wtJ Culttaat Organisniio’i 
(U.N^E^S.C.O.)^ 5 Ci up in I>ondon in November, 1045, after a 
preliminary Conferentc of Allied Miniitcn of Education held 
earbcT in the year. U.N^EiS.G,0* has it5 headquartcra in Pari?, 
and Its Dircetdr b Profaaor JuJian Huitley. Hi task is to pn> 
mote mtemaiioJial collaborntion In the ficldj of education^ 
racnce, and euJture generally; but its metliods of operation 
Imve not yc( been very clearly defined. It succeeds, but on a 
broader basis^ to the runciions of the old League** IntenLitional 
Lomnuttce lor IntellectiiaJ Co-operation. 

Prtftnsion^ pir(^a 7 i Coal Orgomsaihfi, set up in May^ 194^1 
^ a pTOiminary step towards a more gcrieral Europcao 
MOnomte Commisaion tmder theEconornicand Social Council. 
(Seepage 1044.) 

^ Eurapean InUmal Iranspori OtgoFrisaftonj set tip pro- 

™onaily m May, 1945, and reoTganued on a broader basis In 
ocptcmberi 1945, for the co-ordination of transport arrajigC' 
menu over a vAdt area^ '^Tbe fnember Statra include Franocp 
Mgiiim, Lu^eniburg, Denmark, HoUand, Norway, Gzeeho- 
sJovaki^ Y^oslas 4 a, Greece, and the Soviet Union, and also 
Cr^E Bntain and die United Stales* (See page 104+.) 

/^putenai IntifnaUotuii CilH Aoiaiictt Organiiatiurij set up in 
Juncj 1945, as an outcome of the Chicago Conference of 194.1-^ 
t IS a puray technical and advisnry body^ and is meant to be 
superseded by a more pemianent organisiitiori, which has atiU 
to be established. 


InUrTu^tiffnal Bmk/of Reoinstnictioa md Dmlapment^ set up as 
an outcome of die Breiton Wood* Conference A 1945, wadi the 
purpose of aiding ^vith die prorV'‘iaiDn of long-tom capital for 
nrw projects of economic dcvelopnient, especially in the more 
backward areas* ^ 

iatmmiiomd Afongfaiy fund, also set up at Bretton Woods^ for 
pc purpose of mtemational currency stabilLtaiionp the regula- 
Qnn of ni^^ctary relations, and the provision of international 
^ dtitinct from long-icnn capital, 

1 mo]m\ou of the 

Co_nfercneo of Fehruary, 1946, to repkee the 
Comt^on of the £^gue of Nadons, (See mge nafi.) 
En^g;^ Cornmuswn, set up at the same Conference, with 

1006 


ihe *Big Five’ and Canada as mcmbcni, "to proceed with all 
despatch to into all lupects of the problems.** Tim is 

the body to which the United State* presented in June, 1946, 
the ‘Baruch Plan' Ibr international control of atomic energy, 
with international inaction. 

InUnuittoTial Court 9 J Juitiet, set up as part of UJC.O. at the 
San Francisco Conference of 1945 to succeed to the functions of 
the old Hague Court and of the League's Permanent ^urt of 
International J ustice. 

In addition to these bodic*, the first Assembly of U.N.O, 
apprwed in principle the establishment of ,* Umkd JVhtwnj 
Htatih Orjanifflfjeii, to succeed to the fiinctions of the Health 
Organisation of the League of Nations; and the United States 
has proposed the holding a* soon a* possible of a Conference to 
set up a Untied Jistiora Trade Organisaiion, fiw which it has put 
forw^ a complete draft scheme designed to prohibit all forms 
of Mberimination* in International trade and to limit the powers 
of 'state trading organtsaltons.’i A Preparatory Comnutiee in 
connection with this Oi^nisation met in U>ndon in the autumn of 
19.16, and a Dnifiing ^mmittee to prepare the agenda for the 
full Conference was convened in New York in January 1947. 
Connected with this project is the further proposal to establish a 
num bcf of CiuamodityOr^itatiimf for the purpose of regulating the 
ioternational trade in, and also the production ot certain key 
Commodities, on the model of the Internalionid IVhe/ii AgrertitenI of 
194a:. An Internattonal Wheat Conference met in London in 
March, 1947, and drafted an Imernational lATieat Agreement 
which is discussed on pa^ loiS, It raises important issua for 
Great Bri tain a* well as for the great producing countries. 

Tit EoHtmdc and Social CowicU 

Evidently, If U.N.O. lails, the failure wUI not be due to lack of 
machinery for co-operation. It is true that the w‘ay in which all 
th^ separate organisations are meant to be welded together into 
a single system b sdU by no means clear. Largely under American 
infiuence, the method has been that of bringing a separate body 
into existence for each ftrld in which international co-operatton 
seems to be called for, and of leavi^ over for subsequent con* 
sidcration the best ways of delimiting thdr several spheres of 
activity and of co-ordmadi^ their efforu. In particular, it is not 
at all clw hew aJI the specialised agenda set up in the economic 
and social fields are meant to be related to the Economic and 
Social Council of U.N.O,; nor does a study of the Chanerdrawm 


up 31 San Francisco do mucli towafids lessening the iinccrEaintics, 
According; to the Charier^ the Economic and CouncH is to 

^'make recommendations for the coH^ndi nation of the policies and 
activities of the spcciaJtsecI agencies” {Article 3S), It is to “initiate 
negotiations among the States concemed for the creation of any 
new specialised agencies required" {Aiiidc ^9). It ”may enter 
into agreements wth any of the agencies, dchning the tet™ on 
which the agency concerned shall be brought into telaiiomhip 
vdlh the United Natiom” (Article 63). It "may take appropriaie 
steps to obtain regular reports from Ac spcdalised agencies^" and 
"may communicate its observations on these reports to the 
Geticral Assembly-* (Article 64). It ""may, with the approval of 
the General Assembly* perform services at the requat , , * ol 
ipcciaJised agencies*" (Anide 66); and it "may make arrange¬ 
ments for leprejcntaiivcs of the ipedalbcd agencies 10 paxtidpatc, 
without vote* in its deUberations and in eIk^ of the commi^ons 
established by it. and for its representatives to pankipate in the 
deUberations of the specialised agencies" (Article 7o)> AH this 
does not explain a great deal; it says only that the raak of co¬ 
ordination is to be tackled in due course oy the Econoniic and 
Social Council^ subject to the control of the Assembly. 

77 u Fiiitff^ qf the t.L.O. 

The issues involved are quite important. Take* for eitamplc^ the 
position of the Intemationiil Labour Organisation* which a pre¬ 
sumably meant to rank for the future as a rather exceptional type 
of "specialist agency." Hitherto the I.L.O. at in Conlerenccs has 
drawn up its own draft Intcmadona] Ckiiivcntkiiis* and has sub¬ 
mitted these for rattficaiian directly to the member StateSj which 
have been under an obligation* not necessarily to endorse thctnii 
but at any rate to submit them to their own Law-making agendcs 
for consideration. The LL.O/s draft Convendons will continue to 
IxT submitted in this way* but it has still be to made clear how its 
indcpendctice is to be recondlcd with the functions entrusted to 
the Economic and Social Council of U.N.O. Hitherto the 
has liecn parallel and co-equal to the League Assembly* and it 
would be a great feE in status if it were to become only an 
annex to a coiistitucnt committee of the Asscmblv under the 
new system^ The I.L.O. has shown throughout its desire to attach 
ttself to U.N.Oi and to play a part in building up the new oigaui- 
iaiion* but it was for some time oold'^bouldcred and was not even 
mentioned in the Charter drawn up at San Francisco. The I.L-O* 
has revised its own constitutEOn so as to detach itself firom the 
dying League of T'iations* and hai dc^dared its willingness to 
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adjust its itrueture «> as ia £i in with the nr^mirmeiits of the 
Qcw system. But It has been given so no very dear indiiiratlon of 
whai Is expected ol Li. 

ITiia no doubt, partly b«:aiiie the I.L.O, b unpopulm^ m the 
Soviet Union* When the Soviet Union joined the League of 
Nations in it became oulomaticaliy a member of the I*L, 0 .| 
but at no penod did It take any active part in its work, and from 
19^7 no Soviet delegate attended at ah* T!ie expukiun of the 
Soviet Union finom the League in 1939 did not of iUclT involve 
expulsion from the l.L.O,,. whkh vp^ open to States, such as the 
U.S-A.j that did not belong to the Leagw. But the Soviet Unioni 
though never expelled, in cHect ceased id count as a member, and 
the ^vict line tias b^n steadily hostile. No IX.O. Ckjnvcndon 
has ever been ratified by the Soviet Union; and there have been 
many attacks on the Ch^nisation in the Soviet Press, mainly on 
account of its tnpartite character, which involves the repttaenta^ 
don of employers* 

** Mention of the LL.O. in the United Nations Charter m^ht 
therefore have been opposed by the Soviet Union; hut it docs not 
appear that there was any pressure to get it mentioned firom either 
Great Britain or the Unitra States^ It W'aa Icil in a sort of lunbo, 
and presumably will remain In its somewhat anomalous posidon 
till it has become dearer whether the Eeonomie and Social Ckiuncdi 
IS to become in practice an important ennatructive agency in the 
economic field. 

Earlier recognition of the I.L.O^ no doubt^ have streng-* 

thened the hands of the newer spcciaJIsed agendeit such as t^ 
Food and Agrictiiture Oi^anisanon and U-N.E,SkC, 0 ., in. reU-- 
tion to the ^onomte and Social Council. It would have made it 
easier for these bodlea to claim the right of direct access for their 
proposals to the member States, without having necessaniy to go 
roundabout through the Economic and Social Council and the 
United Nations A^mbly, As matters stands thdr powers tn this 
respect remain entirely undefined; and it is left uncertain whether 
they, or the Economic and Social Council^ arc intended to be the 
naain ttutmmenta for the policy of cicae economic collaboration 
which U.N.O. is supposed to have been created to promote, 

Tht Foi^ itnd Agrindtmi Organisation 
Great hopes were set. In particulart on the Food and Agri¬ 
culture Organisation when it was first set up, with Sir John Boyd 
OiT as Director. The Dirceior was known to stand for arabitiou* 
plans to improve the standard of auttition throughout the world; 
and his proposals seemed at die outset to be warmly welcomed by 
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iJie Unilcd Slates as well as by olhcr great food*produ^ 
countries. Broadly, whai was prop^d was that there shoukl be 
a World Food Boardp arm^d with wide powers both to expand the • 
total production of food and lo smbiliae prices at Icv^s Hiir to both 
the producing and the conauming interests. This \iras ^ 
achieved through a series of ComroodJiy CouneiJs, acting under 
the World Food Board and representing both importing and ex* 
porting countries^ Ihuc were lo be rcsourca available for buying 
up and holding surplus itDclB, which w^ould serve as resen'ca m 
the event of deficient har^-'ests; and this "buifer stoclts' policy 
to be iniematioivaily financed and controlled^ and was to indiidc 
provisions for the distributiem of food at special prices to neces¬ 
sitous areas. i m I 

For a lime, the AmericarkS seemed to rq?ard these plans witn | 
favour* But, as, in the course uf 1946, tlie Unilcd States swung | 
back violently to an uncontrolled economy, the American aitimoc 
changed, boih because they were fell lo mvcilve too much state 
mtcrvcniion and because it was realised that the'main task w 
hnoncing the scheme would necessarily fall on the United Statej- 
American repudlatinn of the Oct Plan was Followed by a rapid 
ing qfcnlhusiasm dsewhere; and the revised scheme w^hich epip^ 
in January 1947 was very difierent from what had been ori^naUy 
proposed. Instead of an inienuidonal agency for buying and hold¬ 
ing buffer stacks, it was proposed that each exporting 
should adopt its own measures for buying and holding off the 
market a part of ita output whenever world prices threatened 
fij] unduly low—^with, of course, ccFiresponding releases from 
stocks in periods of scarcity. The proposal that surpluSK should^ 
sold to necessitous countries at specially cheap rates was retained, 
but subject to a reservadon, in^ted on by the British delegates^ 
that the regular consumers should not be called upon ^ P^y 
higher prices in order to meet the loiss qn these low-price sales- It 
seemed very doubtful how much would come of the ^ 
its attenuaii^ forint and there was a dear teiidenc>^ m the Umt^ 
States to insist on the primary importance of the propc^ Inter¬ 
national Trade Organisadon os against the Food and Agricult arc 
Organisation as the body to be responsible for 5|:^ial Commodity 
^^reements—a change w^hich followed on a shift in tlie balance 
of power from the Department of Agriculture, which had 
favoured the Orr Plan, to the Stale Department, with its 
sistence on and nonniiscriminativc arrangements for 

the Conduct of international tradch^ In general, the tendencyi 
largely as a consequence of the changing attitude of the Untied 

^ Scr pfl. 
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States* has been to restrict the powers arid financia] resources of 
the "specialised agencies*" without any oF&euing increase in ihe 
eSbctivc funcliotis of the Economic and Social Council itself. 

Thi UtF. and thf IB. (BmUin 

There aie, indeed, certain "specialised agencies' in whose case 
no such doubt appears to exist, 'fhe IntematJonal Monetary Fund 
and the International Bank for Reconstruction and Development, 
estabiished under the Bretton Woods Agreements, do not seem to 
be meant to have any organic relationship to the U.N,0. 
Assembly or to the Economic and Social GounctL. They are both 
pLainly meant to act directly under their rerpectlve Statutes, with¬ 
out it^fcrring in any way to U.N.O. or needing to coordinate their 
policies with those either of the Economic and Social Goundl or of 
any of the other specialised agencies. Hie high mysteries of cur¬ 
rency and banking seem thus to be lifled ngiit out of U,N.O.*s 
scope, and to be pl^ed in the hands of bodies m whose delibera¬ 
tions and dedsions the leading hiianciol countries, and espedoUy 
the United States* will have the preponderant voice. It is a little 
surprising clutt nobody at all appears to have directed any atten¬ 
tion to tills point* or to have raised any claim on behalf of the 
Econoniic and Social Cksimdl to a voice in the world's monetary 
aHairs. 

Man-mtmlnr St^s 

A further important point in coonrction with the work of the 
Economic and Social Coundl—and also of the specialised agendcs 
—is that nothing seems yci to have been decldedj, or even con- 
ridenedf about their relation to States which arc not members of 
U*N.O. Even if ex-enemy rountric*—^to say nothing of ex-neiitrob 
—can for the time being be left outride ilic political structure of 
U^tSf.O. without destroying its eSccth'encss, the same treatment 
cannot be meted out to these countries in economic matters with* 
out very serious results^ If UJ^.O. and its agencies arc to play a 
real part in planning ecopnmic affairs on an mtentatjonal ba^, 
the plans must cover not only Sw^rden and Switzerland, but also 
Germany* Italy and Japan; and in many matters it will also be 
necessary to consult the rqjrcsentativca of colonial territorica* 
which aie not eligible for memberriiip of Ii.N, 0 . In the case of 
the LL.O, after the first World War, power was given to admit 
countrici which w^cre not members of the League of Nations; and 
It Looks as if both the Economic and Socid Council and the 
specialised agencies ^vould need this powder* in order to be able to 
do satisfactory work. This, howwor, is made di^ult by the (act 
that the Economic and Social Council has been given the form of 
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a couunitte* elected by tbe Asacmbly, which of course comwtJ 
entliely of delegates from member States. ^ 

The truth is diat none of the leading States has y et gis'cn miica 
attention to the economic and social dde of U.N, 0 . To the cxtciiE 
to which they have considered it, they have done so ^inly m txin- 
nection with such questions as that of ^'economic sanctions^ 
which are dosely connected with the poUdea) aide. The jaartcr 
drawn up at San Frandsco v^ in substance a pohlical ^arifTp 
with the prcii'entian of waras ita principal objective; the rtfeiencei 
to intcmatioiiai economic collaboraiion were pui in withotjf 
much thought of what they really meant, or how they were to 
be applied. 


'‘Rigitml ATT^gimenU* 

This is moit obviously true in relation to “Regional Arrange^ 
ments,“ w'hich are dealt ssith tn Chapter VIII of the Chart*^^ 
This Chapter docs not once mention economic airangcaicnts ^ 
appear to contemplate their caistence. Yet almost at the saitL<= 
time as the Charter was dniw-n up. the Untied States was 
establishing, in conjurtctlon with the other States on the Am^caP 
continent, an Inicr-Amcrican Social and Economic Counen as » 
‘ffpeciaJisj^ agency' of the Pan-American Utiion^ and the 
Union was getting rctidy to integfate the ecanonoic affairs 
countries of Eastern and South-eastern Exirope dosdy 
own. Regiotuil economic arrangements cannot have been 
from the minds of die statesmen who drew up the United Nations 
Charter; but, for reasons of their owti, they preferred to 
nothing about them. (See, howwer* Notes on pp* B74 and 

These reasons are not fer to seek. The U nited States, whu 
reserving its right to enter into any arrangements it may pl<^ 
with its neightoun on the American Coutinent—or indeed el^ 
where: witness the economic arrangements recently made wim 
the Philippines—is endeavouring to get the rest of the world 
organise ita oconomk affairs on the principle of “no discnni^^^^" 
don,” w^hich means, in lactp the right of fiie cntiy for Am^ttan 
capitaium. Its delegates were most unlikely to indude in iPf 
U-N.O. Charter anything that might be interpreted as givii^ 
encouragement lo regional economic arrangetnents. In the 
paralJd United States * Propels on Trade and Employmenlf 
there is a recognition of the right of adjoining councrica to cntcf 
into con^plele Customs Unions; but short of thb all mutiisti 
economic armngcmetiW arc banned. Nor was the Soviet Unioo 
likely to wish to advertise in tiie United Nations Charter its fer- 
reaching plans for replacing Nazi Germany ai the eontrolh°6 
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power in East European economic relations. As for Great Britain, 
its delegates knew very well that nothing suggestive of the main* 
tenance of the ‘sterling area' or of empire preference would find 
favour witli the United States, Accordingly, the entire problem 
was passed over Lit silence. 

Tht Act of ChapuiUpte 

It is, however, a rial probletn, which will have to be faced when 
and if the Economic and Social Council and the specialised 
agtmdcs get down to serioiis work- 'fhe Act of Chapidtcpec, 
by the American States in November, 1945, includes pro¬ 
vision lor tonmion action among those States on a constnicdve 
pjittt for the social economic development of the Americas 
througlt the development of natural resouitrs, mdustnalisatioD, 
Improvemeni of transportation, modernisation of agnculiure, 
development of power facilities and public works, er^uragement 
of investment of private capital, managerial capacity and tech¬ 
nical skill, and improvement of labour standards and workii^ 
condidous, including collective hargainmg, all leading to a ri^ 
level of living and increased consumption ” The Act fiirthcr lays 
down as guiding principles of economic policy for all the Ammcan 
States “equality of access on equal terms: to the trade and raw 
materials of the world; elimination of excesses of cKiaomic 
nationalism; restriction of private business arrangements obstruct- 
iDf tntrr^ ^ tmnal tfsidcji just i&ndl of foreign 

enterprises and capital; and the promotion of the system ol 

private enterprise," , , - . j * • 

It can no doubt be said that there is notluiig m these decisions 
which implies the setting op of any exclusive regional system, and 
that the Americans have carefidly phrased the recominendaiions 
to fit in with their own mtcrtiationaJ policy of no trade di»- 
criminatiori and the fullest freedom for capitalist enterprise* But 
the fact remjuns that the American States are actmg toother as a 
group and have set up a regional Social and Econoi^ Ctnmcil of 
their own, apart fiom U.N, 0 . U.N.O.'i own Economic ud 
Social Council will evidently have to come to some terms with 
this body, defining mutual relationships; and if the Americans are 
free to have a regional economic body of their own, they can 
hardly deny the some right to any other region in which States 
may' desire to establish a simiiar body. 

Pofitici ojiA &Bneimcf m 

It may be held that all these thi^ that 1 have been writing 
about so &r in this chapter are of minor importance, because the 
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rtal issue about U,N.O. b whether it cau or oaimot be made to 
work as a political body for tht pncrvcnlion of war. CertainJy thu 
M the aspect of it on which the main itrcss has been laid In the 
Qiarlcr drawn up at EKimbartop Oaks and revised at San 
Francisco and in the pubik discussion of its avoirs. The minds of 
men, including statrsmen^ have liccn much more on means of regu¬ 
lating international poll deal rektions than on any projects of 
mtemational economic collaboration. Thb remains the tasci 
despite the fact ibat due failure of the League of NaLions has ohen 
been attributed laigely to tts excLusively pohdcal character 

and to its weakness of equipment on die economic side, 1 feel lurr 
[hat U.N.O. canno! in fact become an cfTectivc instrument for 
preventing 'war unJess it becomes an effective agency for pm- 
moting and partidpaii^ in intemationaj economic coHopcratioiL 
But that is not what politicians are thinldng about: on the control 
the arrival of atomic energy has had the effect, for the time beingj 
of concentrating their attention more ihaxi ever on the use ef 
TJ.N.O. as an agency for the prevention of war- 

77u Securi^ CfOiftctl and ^he Veia 

It tSp of course^ in this spirit that so much power has been con^ 
centrated in the hands of the Security Council^ that the Asscmhly 
has been reduced to a quite subordinate position, and, para¬ 
doxical Ly, tliat the veto has been written into the tex t of the 
Charter. The Idea underlying the veto, at any mtc in the minds of 
most of the delegates at San Francisco, was that as any attempt to 
coerce a icahy great country would mean war, a btidy designed 
to prevent war had better eschew anything that might tnvd%^ 
inch coerdont and trust to diplomacy rather than to any sort of 
coercive power to keep the Great Pmven from going to war one 
with another. The old Lctigue of Nationi, though its Covenant 
ihcluded many reserv-ationsi did contemplate in the last resort 
the use of the collectK^ force of its loyal members against a* 
^aggressor/ even if the aggressor happened to be one of the Great 
Powers belonging to the League. In the Charter of the United 
Nations, oil that has been given up. The Security Council alone 
has pmver to act in matters affecting peace and war: ail power of 
action, and even of recommendation, in such matters has been 
denied to the Assembly, And even the Security Council can do 
nothing against the veto of any one of the Great Powers repre* 
sented on it—cvcn if the vetoing Powder is itself the offender 
agaixist whom action is proposed. 

At Dumbarton Oaks, wheie the first diaA of the United Natioaa 
Charter was drawn up, the niaiti difficulty that arose wsjg over the 
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"veto/ on vvhich the Soviet Union iiwstcd aa a condition of 
adhetion to the new axganbatioiiH Ihere aecma lo have been no 
seriotu diffamec of opinion about the need to give special and 
excitisive authority to the Great Powers, and to concentrate most 
of the authority in the hands of the Security CoiuicU, on which 
these Powers would predominatep, to the cKciution of the 
Awemblyi w^hkh, based on the principle of coiiality between all 
sovereign States,, would leave a larg^rEpomiemiice of votes in 
the hands of the aiEialler countries, Thtac was, howevcfi a real 
difference about the claim that any Great Power ^ould judge 
tn its own case; and the Soviet Union took the lead in mamtaining 
this right in an unqualified fomip 
The reasons why the Soviet U nion hdd out for the unqualified 
right of veto are easy enough to iindcrstaud. They rest on the 
assumption lhat| if derisions were to be taken by a majori ty^ the 
verdict would usualLy go against the SovicE riaimSy and the Soviet 
Union would thus be put legally in the wrong by the Judgnicnt of 
a wwld majority of capitalist powers—or of capitalist Great 
Pcw-cw, if the ^Big Five' alone were to call the tune* There is^ as 
matters stand, no doubt at all that this view of what would occur 
b correct. Of the Great Powers, the United States^ Gi^t Britain 
and China would be* on moot issues^ against the claims that xvould 
be advanced by the Soviet Union; and France, which might 
endeavour lo effect a comproriiise, would be more Hkelyn in the 
last resort, lo be against Ehe Soviet claims than for them at the 
cogt of a breach with the other Western Powers. Of the six 
other countries which originally got seats on the Seexunty Council, 
Holland and Australia would be likely to take the ame line as 
Great Britain, and Brazil and probably Mexico the same line as 
the United States* Poland would support the Soviet Union. That 
leaves Egypt; and the Egyptian view would depend on the course 
of relations between Great Britain and the Arab coimtrioi of the 
Mkldle East. On any showing the Soviet Union's point of view, 
being that of a Commuiusm which is still ouilawsl in many 
countries and an opposition force in most others, would be most 
unlikely to carry the day. The Soviet Union, then, if it was to 
participate in ihe affairs of the Security Coun^ without giving 
up its own point of view, had to secure condiliotis which would 
protect it against a majority vote and would it the right to hold 

out, if need be, Bs^nst everybody dse, m such a way as to 
compel its critics miher to compromise or to accept the break¬ 
down of the machinery of world co-aperation. 

Evidetidyj no such conditions would be acceptable unless the 
majority were af^d enough of the consequeiKUa of breakdown to 
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be prepared to go a long wwf tov^Tunds coiiipromijc+ If no 
inatnimcnt as UrN+O- existed, and international affairs were dtali 
with cxeliisively bj' the older methods of diploma^^ the nationJ 
would have to eonsideri whenever they seriously disagreed abaiit 
•omctliing that had to be settled one way or anotJier, whether the 
issue was worth Sghtictg abouC^ or at any rate risking war abouh 
or not. The existence of U.N.O* leaves them, despite the 
renunciation of "war which is embodied in the Gharteri still 
this same question in the last resort; but it leaves them lo lace 
only aTtcr the piattcis at issue have been argued about in 
prcMtice of representatives of a number of countries which may ot 
may not be directly concerned^ and aHcr there lias been the 
maximum of opportuiuty to suggest compromise solutions. Ad the 
staicsmen of the leading countries regard this aituationt despite m 
failure to afford any final guarantee agair^t war, as g^uy 
preferable to the absence of any machinery beyond that of 
diplomatic exchanges. In thb view they ate undoubicdly right- 
U.N.O. may be, and Ls, a poor thing ftom the standpoint of thc^ 
w^ho arc thinking in terms of real W'orld collaboration; but il ^ 
much better than notliing^ because it docs compel Slates to taw 
and talk again in the piefiencc nf oihers before they make up tJieir 
minds to fight. 

Can tJJf.O. Suc£t 4 (P 

Of course, this view would not be generally accepted if 
Great Power were plotting to make war on any other. But in fact 
none k. Onlv the United States is strong enough to be m » 
position to plot another world war; and American statesmen, 
over and above ail other consideratjons^ are wcU aware 
unpopular any such move would be among their o\m pcoplr^ 
There are plenty of Americans who are ready lo enjoy tbenisch’i* 
abusing the Soviet Union up hill and down cUlc^ and not a 
who talk about the mcvritability sooner or later of a dash betwe^ 
the United States and the Soviet Union, and about the ncccssitT 
of being prepared; but there are vary few who arc ready 
contemplate another world war as a reality to be planned for 
the near future. As for the Soviet Union,, its leaders are wtrlJ 
that they could not at present face another w^ar without ^Itccr diS' 
aster; and, whatever they may think about the likelihood or even 
the certainty of a clash with capitalist America in the long rufli 
the very Last ching they want is to provoke it now* 

Accordingly, the leaders of the ^vict Union want U-N.O* 
wtH-k, and dare not allow ii to break down if it can be macie 
to work on any conditlonA that do not involve interference on flir 
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part of other nations with the dc^^elopmtot of the Soviet systcin 
and tlic extension of its inEuence among its neighbours^ But ^vhat 
the Soviet Leaders cannot Gtee is any form of collaboration that 
would involve placing their mvii economy under any kind of con* 
trol by an international organisation predominantly reprt^nting 
ckhcr capitalism or the lond of political ^icoi that they identify 
with capitalism. They will not face^ cs^cu in order to get a share in 
the secrets of atomic production, any system diat would lay open 
their own factories to interoationaJ inspeCtLOnj for they doubdw 
hope before long themselves to master the secrets of atomic 
cncrgyi even if they are not officially re^xalcd, whereas they 
that external inspection of their doings would Iwth expose their 
present eennomic weakness and make it easier for the United 
I5 mtes to devise militaiy- methods for their overthrow ^ 

U.N.O.i therefore, can work only With the vrto* and is worth 
working witli the veto, rather than not at all. It is another mattn 
whclhcTp given the veto, it v^'as necessary' to concentrate so much 
power in the hands of the Security Council and to reduce the 
Assembly to so nunor a function. In effec^ what has happened In 
ihifl respect is partly an accident. The original scheme discussed at 
Dumbarton Oaks did not include the veto, and wM dra^vn up to 
ensure that the great military powers, upon which the r^pousi* 
bility for any action against an ^a^ressor’ would necessarily iallT 
should have the last word. This was regarded as irtdispensablCi in 
order 10 secure an effective preponderance of milUary power on 
the ride of U.N.O> if action were called for against a really 
powerful State. It was nxiognisctl that, under the corwhiioui of 
modem wnr, the smaller States could hardly count at all in a mili¬ 
tary sensCi except as luere adjuncts to greater States with the 
necessary resources and equipment. On this^ ground^ it seemed 
reasonable to deny them a voting strength which might have con¬ 
ferred on them the legal right to compel the Great PmverSi or 
some of them, to take action in the name of U*N-0. .against their 
own will and judgment. This argument, hoi^ever, ceased to be 
valid as soon as the veto was accepted; for Avith the veto available, 
such a situation could never arise. No Great Pmver could ever be 
under a legal obligation to act against ita own judgment; 3 ^ 
there was accotriingly no longer any valid reason against allowing 
the wnallcr States to declare their opinions^ individually or coh 
lee tivelys in any dispute ^‘ith which U -N .O, might be called upon 
to deal. However, the drafl of the Charter had been made before 
the veto was accepted, and had been put into shape at Dumbarton 
Oaks while the question of the veto was still in dispute; and 
accordingly the veto got incorporated into a document which had 
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been drawn up to cover tbe situation that would kave existed if it 
liad not been there. 

Tilts is unfortunate, because it prev-ents the smaller States Jkrni 
using the Assembty as Jully as tb^ might do to express opinioitSi 
as distinct from mJang action. It is unavoidable that the power to 
act on questions of war and peace should be JciV to the Security 
Coundl^ but there is no valid ground on which the Assembly can 
be precluded from making recommendations. In tbe Charter as it 
wM hrmlly i^opted at San Francisco the Assembly is allowed to 
discuss; hut it can ndtlier investigaie any dispute l^le to lead to 
war, nor make any recommenidation about inch a dispute. Ail 
stich action is reserved exclusively for the Security Coundlj aud 
tbcrCj without qualificatkinf the veto on any decision applies- The 
attempts of a number of the smaller States at San Francisco to 
mure an enlargement of the Assembly's powders w^ert: all defeated: 
it has only a quite general and undefined residuary power to inake 
“recommendaLions with respect to the maintenance of inicr- 
mtional peace and secimty^' (Article i8); and this power dew 
not extend to dealmg with actual or threatened disputes^ 

Note to Page looy; The International Wheat Agreement 
^ March, t947^ as a first instaiment of the policy of 
stabihung agnculturm prices^ raises serious problems mr Great 
Rntam, because of the effect of higher import prices on the 
heavily overatrained balance of paymonti. The Agreement la 
based on fixing maximum and zninirruim price levels for wheat, 
and also export quotas which the producing areas are allowed to 
exceed ordy under penalty. There is a provision that surplus® 
be t^pc^ed ofby s^cs at tower prices to "needy countrics'r 
and in this connection it is laid down that such apecial sales must 
not lead to higher prices than wtjuld otherw'ise be cihargcd for 
wheat sold in the noimill course. How this effect is to be pre¬ 
vented does not appear; and there are nxisgivings that the Agree- 
ment may sull further raise the cost of British wheat imports. 
Nevertheless , the objective of more stable agriculcural priccj is ^ 
cdcarly desirable that Great Britain cannot but hope for 
agreement—even though unable to sign it as it stands. It is 
much to be regretted that the withdrawal of American support 
has wrecked the original Orr Plan for the internationaJ financing 
and holding of buffer stocks, and has put the obligation to hold 
stocks on the indmdual ^untrics. It is also. 1 think, regret¬ 
table that American pressure is leading to the substitution of the 
proposed Intcmationa] Trade Organisation for as the 

body to be given the main responsibUity for commodity stabilisa¬ 
tion schemes. 
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GAN THE UNITED NATIONS WORK 
TOGETHER? 

Gam piFFRUENT SOCIAL and econDmic systems Uvi; side by 
«dc in the world vvithout war? That u ihe great problem which 
mankind Ka» lo solve during tlie coming generation^ nr^ in failing 
to solve kt plunge into utter disaster. It is aJirady dear that the 
eHmi nation of Fascism as a world power has not solved tlie 
problem. It was easy enough to see—though all too many states^ 
men failed to understand k in time—that there could be no 
durable compromise between a Fascism that was essentially 
aggnessivep predatory, brutal and military-minded and any 
obstacle that flood in its way to world domination. Fascism ^vai 
bound cither to conquer the entire world or to go dow'n to entire 
defeat; for it knew' no stopping point short of complete supremacy. 
For this reason^ all the great countries that were not prepared to 
accept utter subordination were bound in. the end to join together 
for its destruction, whaie^^ tbeir owm diBhreuces might be. If the 
Soviet Union did not join m the struggle at the outset^—if its 
leaders seemed even more hostile for a time to those who were 
Rghtlng against Fascism than to Fascism itself—tJiia can hardly 
have been because tb*^ were under any immediate illusion about 
the possibility of Ihdng durably at peace with a victorioiis 
Germany at the head of a vast satellite They held alool 

rather bwxise they were not ready, and preferred the proApect of 
a war a^inst a strengthened Fascism later to one agalmt a 
weaker iasclsm at once. TTiey may^ over and abm^e this, have 
cherished the hope that the antagonists in the war of would 
wear each other out, so as to leave Fascism not more out less 
formidable, and thdr oivn power heightened by the gains they 
w'ould be able to make in the process of the struggle. Had France 
held firm, and bad the war in the West follmved a cour^ broadly 
rcsemblLog that of the fini World War^ the ^viet Union might 
have been able* not only to consolidate its portion tn FiOStern 
Europe and, by pushing its frontiers forward^ to remove its key 
industrial areas further fhim the point of first attack, but abo 
greatly to extend its influence in Asia, both in the Middle and in 
the Far East* The falling to pieces of the British Empire* which 
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Great Britain would In such a struggle have been Itnrd put to it 
to prcvcni^ would have caused no sorrow in the minds of the 
So^^t leaders, who, if they \^Trc enemies of the new Fascist 
imperialism I were hardly less hostile to the old capitalist imperiai- 
ism of the Bdtish;^ the Ehitdit and the French^ Of cotuse, tn Asia 
tt would have been necessary—indeesdp it actually was necessary— 
for the Soviet leaden to keep a continuouily watchful eye on 
Japan. But whether the Japan^ stayed quiet for the Ume being, 
or joined in and attempttkl to extend their own empire at the 
expense of the older coloniaJ powers, it seemed clear to the Soviet 
leaders that it was to the interest of the Soviet Unlon^ in Asia aj 
well as in Europe^ to bide its time^ and to stand ready to snatch 
what advantages it could Bom the troubles and preoccupations of 
the other great powers. 

'fhis calculation^ if it wai made in the terms just described^ was 
partly but not by any means wholly ^djified by the course of mili- 
Eary ev'cnu^ 'Fhc spttdy and easy triumph of the German armies 
on the continent of Europe, the collapse of France, and the BiiJure 
of Great Britain to hold even Greece and Crete—to say nothing of 
the bare success in holding ^^ypt—made it evident that the Nazis 
were bounds unless further ant^mits joined in against them^ to 
emerge fttira the w'ar not weaker but greatly strengthened by 
their mastery of mosi of Europe. The resources of which they dis¬ 
posed after they had overrun all the continent up to the new 
Soviet frontiers tvere immense; and although the Battle of Britain 
went against them, it was plain thai Great Britain could not for 
long hold out iinl«s ii received further helpK 

Smpkum of Brituk 

The Soviet Union, however, vi-as no more disposed to join in the 
war against the Najtis when they Mmed to be consolidating their 
power over mott of Europe than it had been when hostilities 
began. This was, no doubts partly because Fascism looked an even 
more dangtreus antagonist In 19^ than tt had looked in 1939, 
and the Soviet leaulers were still playing for time. But it was aL^ 
because they were deeply auspicious of British intenLiom, even to 
the extent of believing it possible that. If they entered the war, 
Great Britain might come to terms with the Nazis and join in, or 
at least cheer on, the attack on the Soviet Union. Tlicse fears were 
unfounded, once the Coalition Gen'emnicnt had taken over power 
in Great Britalnj but they were not, in tdew of the Britkh record 
under Chamberlain, without excuse. For it W'as^ alas, perfectly 
true that a large section of British Coiiicrvativc opinion had hopexl 
to tlie last that Hitler, sufficiently appeased in the Wat| might 
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consent to go Eaat and to attack the Soviet Union instead of the 
Wptem powers. By t^^j however, all but a small section of 
British Coraervnfive opinion had come round, however rdne* 
tantly, to the view that tlicre had to be a struggle to the death 
bctw'cen Great Britain and Nazi Genmnyp and the party of 
appeasement had ceased to exercise any practical inBuefice. ITiis 
did not mean that the Bntiah Con^nrvatives disliked the Soviet 
Union any the less. Indeed, many of them clearly still very much 
prcfcired the Nazis. But even those who had sympathy with 
Nazism as a means of keeping the lavm classes in order rcaJiKd 
the necewty of fighting it in order to preserve their own we^th 
and privilege and the British Empire^ which was for many of 
them the source as wdl as the symbol of these good things. 

Neverthdm, die idea of joiiiitig Great Bn tain in the war 
against Fascism made no app^eal to- the Soviet leaders. It was left 1 
for Hiller, when he had faded in the Battle of Britain, to decide | 
tiiai ^e lime had cdme lo sweep aw-ay the ^vict power before 
fijikhing the British. Vi^en the Nazis did attack tn the East, there 
w^OT few in Great Britain who anticipated at all eonreedy the 
s^ngth of the Soviet resistance. Most Conservatives were con¬ 
vinced that the Soviet Union w^ould simply cnimble^ and not a 
fow Socialists betrayed by their manii^t anxiety their doubtsor 
Soviet strength. In the lerrifie struggle that foUowedp in the course 
of which a great deal of Soviet territory was scorch^ and a large 
part of the Soviet Union's newly buiit industrial equipment 
destroyed, it was tnevitubJc that the Soviet leaders and their sytn- 
pathisers abroad should feel that too little was being done to hdp 
them, and that there were powerful groups in both Great Britain 
and the United States—which entered the war a lew months latcr$ 
as art outcome of Pearl Harbour—not ill pleased to sit back and 
watch while the Nozb pounded away on the Eastcni Front, gr 
more concerned to meet the Japanese attack on imperi^Ist 
mterests in Asia and in the Eastern Mediterranean than to help 
the Russians to beat Hidcr in Europe. As 1 ^ as Great Britain is 
concerned, thew suipidom made too little allowance for the dme 
□ceded for building a military potential capable of taking the 
offensive on the European contmentH The clamour for a Second 
Front was understandable; but it did not make sense at the time 
whim it was begun. That^ however, does noE alter the laci that the 
Soviet UmoDi leaders did not leet that they wi^e getting wholes 
hearted assbtanu from the West: nor must we emit the other &ct 
that Westem opinion was sore because of the Serv^iet Union'^s atti¬ 
tude up to the very moment when it became, perforce, a com¬ 
batant. it was not easy in Great Briiatn to foiget in a moment 
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that the ConunumNti who were pressing hsmJ Tor a Second Front 
had only a little %vhUc before been doing all they coiiild to hiunper 
tbe war effort against the very Nazis towards whom they now 
again felt so venomciusly. 


Sevifi qf British Ff>r€igfi 

1 recall thc% fatts, not for the sake of revi^dng tinpleasant 
uLcmones, but because they arc directly pertinent to the pitsent 
problems of European policy. In the eyes of the leaders of the 
Soviet Union Great Britain is siili a Capitalist impeiialist power^ 
trying to hold on to its imperia! possessions and lines of communi¬ 
cation, and to preserve as far as Jt can its ability to exploit the 
more backward peoples. The offer of independence to India is 
rcgaidcd simply as a sign ofknown weakncsi: India mmi be con¬ 
ciliated to any extent iliat may be necessary, because it can no 
longer be held down by foroc^ Egypt must be evacuated, because 
it cannot be hdd; but the means of reoccupying it speedily, if need 
arises^ must be preserved. There must be adequate bass in the 
Near and Middle East; and the Eastern Mcditcrrancati must 
remain a British sea, to be hdd with American help, in order to 
guard the Su£t Canal and the oil from the Middle East. Greece 
must therefore be held, even IT this means supporting black 
reactiou iu order to bold It; and the Soviet Union must be pre¬ 
vented horn acquiring any $orL of lodgement in the 
terrancan and^ if possiblej any right of warlike egress from the 
Black Sea. Further East, at the least Malaya must be reinstated as 
an important sphere for capitalist exploitation of the native 
peoples; and the Dutch must be helped to retain Indonesia, and 
the French IndcNChinai and the Americans to make China safe 
for a resumption of capitalist trading. 

This is no mere caricature of Brit^ foreign policy, even under 
a Labour Government It is mainly a true account It loqks^ 
however, very dificrent according to the way it is put. Mr. Bevin 
would probably argue, if he spoke quite frankly, that with tlic 
Russians playing ^po^ver politics^ he has no choice but to play 
them too. He wuuld^ however, start out from the assumption jpruc 
or noij he certainly believes it to be true) of Great Britain not as a 
tired imperydbt exploiter trying to sajve as much os pebble of its 
LU-gotten gains^ bur rather as a beneficent world inBuence making 
for peace and democracy, and pre[>ared to give its subject peoples 
as much self-government as Is good for them. Granted this 
aaaumptiDn, why should he not do all he can to defend Great 
Britain*! position in the Eastern Mediterranean and to restore 
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British rule in Borneo and MaJay^ And how can hr help bring 
aogry whm die Soviet statesmen, instead of recognising luj right 
to behave in. this wayj do rvetything they can to make ifungs awk* 
ward for him, thoughi in his view^^ they arc themselves following a 
much more aggressively iinpcriaibt policy in Eastern Europe? 

The Soviet statesmen can by no means fol]o%y this logic. To 
thdr mtndsT what they arc doing in Eastern Europe Is utterly 
diiTercni from what Great Britain is doing In the Middle East, or in 
Greece. Thdr policy b not imperialism^ which b an evil mani¬ 
festation of capitalism: h b quite another thing—the extension of 
the world SociaList Revolution to more of the sufferirig peoples of 
Europe, or at all ev^ents a step in this direction. Jt is axiomatic for 
the Soviet leaders that theif revolution, the Revolution which 
Marx JbrTsaw'f b destined In due course to co\w the whole earth# 
and that it is thdr crusMon to help its spre^. Thdr quarrel with 
Trotsky was not that he believed in the wwld revolution, whereas 
they did not: it %vas about strategy# and not about objectiveSi 
ITicy are accordingly wtIJ assured of thdr own righteousness in 
^brwarding the cause of social rcvoIiicJon wherever they can do so 
without Jcopattiiiing thdr own power; and the^* are cquutlly 
assured of being right in putting a spoke m Great. Britam^t wheel 
where they can, bescause Great Britain stands in the way of their 
revolution both in Europe and in the cobmal countxii^. 

Two Views &f Sociotim 

Thb b as true of the Britain of Mr. Attlee and Mr. Bevin as of 
the Britain of Mr. Oiurchill^r of Mr. Chamberlain. For the 
Socialism winch b the declared goal of the Briibh Labour Party b 
not rcvoSutlonar)' and b# from the Soviet siandpolnt# not Sociol- 
bm at alL It b not merely not based upon# it repudiatct, the 
Maman philcwpby. In that phil^Ksophy, dosses are the final 
realities in social deii'clopineiLit, and tndividiials, save in a quite 
secondary sense# do not count. The revoluiiofi is a matter# not of 
moral appeals to individuals to vote for a square deal for cvery^* 
body, but of dass power. Its success b marked, not by mere 
tlecioi^ victory# but by a liquidation of claai enemies. The very 
conchtions of the revolution are a denial of the conoeprion of con- 
tiiuiity, and invoK'e a clean sweep of the old forms ofelasa power* 
Such a phtlcwophy neccssuily m^es for rudilcssneu: it b careful 
of the type# but quite cardcss of the single Ufr. To those who hold 
it, die behaviour of the British Labour Gm^emmeat and the men* 
taiity^ of most of that Govemmcnt*^s suppofters are alike unin* 
tdiigible save on the assumption of treason, or hypcxsrby^ or, a* 
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Iiest, gdf-deccption. It is inconceivable lo them that a real 
Socialist should «t out, as Mr. Attlee and Mr. Bovin have 
obviously done, from the belief that in general the personnel of 
the Foreign Office, the diplomatic service, and the higher civil 
service are decent chans, who will serve perfectly well to carry 
out Socialist policies, though they have grovm up as the execu¬ 
tants of capitalbt and unperialist policies. 

Let me say at once that, on this last point, I fed their suspicions 
to be justified. I, no more than they, can believe that the p«iplc 
whom the British Labour Government keeps appointing to high 
official positions are suitable or tolerable executants of such 
policies as moat Britiah Socialists wish to see pursued^ 1 do not, 
hov^ever, draw the conclusion that hfr. Bevia is at heart a sup- 
portor of capitalist imperialism or Mr. Attlee a mere pupOTt in 
the han^ of the capitalist class. I do not draw this conclusion 
because, like thcio, I do not believe in the world social^ rcvolu- 
tinn as the Russians conceive it, and also because, like them, 
I believe that individuals and not chtsses arc the ultimate movii^ 
forcea in society, as well as the fmal repositories of value. I do care 
if individuals sufler, even if they are my political opponents or 
belong to an exploiting class: I mind about suffering, w'hower 
suffets, except when my heart is blackened by revulsion agat^ 
some particularly atrocious crime. I do not think that nothing 
matters except the triumph of the proletariat as a ctass: I think it 
also matters very much that, in triumphing, the proletariat should 
take over, instead of trampling upon, w^t was h uman l y good in 
the society it is displacing. Nor can I divide people sharply into 
economic classes of sheep and ^lats: 1 sec them rather^ as pcodc, 
for some of whom class allegiance is dear and certam, but for 
others a matter of doubt—for in Great Britain at any rate ^c 
classes are not sharply divided, but much mixed up, and gettmg 
more and more mixed wth the widening of educational oppor¬ 
tunity and the narrowing of real differences of income. If I were 
a Russian, I should have a diflerent experience and a differeat 
social tradition, and should veiy likely see these ihin^ with 
different eyes. But 1 am on Englishman, and 1 have bcltind me 
some centuries of not unavaihng struggle to make a society in 
which la^ elements of liberal toleration and decency have come 
to exist side by side with economic institudona, and with some 
political institudons (such as roonaichy), of which I strongly dis¬ 
approve. What 1 cannot do is to will the destruction of good and 
bad alike, unless 1 am quite sure that the advance towards social 
equality can be made m no other way. 


toas 




Bfiiiih Labium in Fordgn Ajfahs 
I’hLij r think, ia tJie attitude of most Bridah Sociallatap indthiing 
the leaden of the Biituh Labour Party* They apply it. not only in 
their home poUcy of‘gradualist Socialump* but also in fora™ and 
Imperial afiairs* For them^ the British Empire is not a thing to be 
Uquidaced by revolution, but a thing to be i^fonned by the 
speedy^ extension of scJf-govemmcfit and by the gradual trans- 
lormatiort of ^pitalist imperiaiisEn into a policy of colooUi 
investment designed, instead of exploiting the native pcoplesp to 
help them to advance to higher standards of productivity' and 
knowledge, llierefore, any aEtack on the British Empire appean 
to them as a ivanfon interference with their own beneficent 
Informing jeal; and they oppose the notion of colonial ^^trustet- 
to that of colonial revolt which is preached at the camp- 
□res of Marxism. 


The danger in this attitude is, of course, that it can easily be 
earned much n» far, cspeciaJiy when it is confronted with its ri^'al 
in action. For, if the forces of colonial revolt become strong, the 
exponents of colonial trustcciliip find theniselvca committed lo 
suppre^ng such revoltp and under such drciuiistanccs it is not 
ea^ to carry on with the process of colonial reform* Nadanalist 
being suppressed ate not likely to make good col* 
latorators in carrying out giadualLit policies of refonn, and the 
reiormcrs apt to find themselves driven into aJIiaiicc with the 
more ^ractionary dements of tlie native peoples—the elements 
most hostile to the very reforms which are the prerequisites of 
success in the graduaUst mcdiod of action. The Sociafist leader 
who repudiates the method of revolution needs continually to be 
a^ng himsdf W'hcther he is really and truly moving in the rfeh* 
direction, and at a sufficient pace; and he can often find the 
answer best by asking wfio his actual supporters and who hh 
actual opponents have come to be* 

As between Great Britain and the Soviet Union, at the present 
si^c of world relatloEis, there is a sham clash of attitudes on the 
whole i^e of ^imperialism/ Where Mr* Bevin sees Mr. Smlhi 
playing mw^ct politics/ Mr. Stalin sees himseif liberadiig mom 
capitahsuitnperialist yoke. Where Mr. StaJiu 
secs Mr. Bevin as ilie upholder of capitalist^imperiahst w'orld 
JiUerat^ and as potentially a participant in a crusade againiE the 

^ hinisdf as the defender of Western 
dOTOmey and of liberal reformism in the colonial world against 
a tolahtanan Gommunism which tlireatens afi the social values 
oi v\estcm dvifisatioii with eclipse 

Most unforlumtely. Mr. Bevin aid Mr, Sialin cannot be left to 
loae 


pursue their debate undisttirbed. If they couJd be, it la at any rate 
possible that they wquJd be able, ii' not to agree, at any rate to 
come to itrtra on the basis of the element of Sodalism that b 
common to both their creeds. There is, howevcfi lo every one of 
their discussions a third party—the United States—to most a 
fourth—France—and to some a chorus—the United Naiions as 
a T.vholc, Let us comider first where the United States comes into 
the pieiure. It is, frankly and enc^cdcally, a capitahsi county. 
So, it may be said, is Great Britain; but whereas Great Brimn^ 
svhilc practising capitalism, is represented by spokesmen who do 
not believe in it, the United States preaches it in addition to prac¬ 
tising it, and seeks to m^e the whole w orld, as lar as possible, an 
open market for capitalist exploitation. This meam that, in case 
after case, Mr. Ikvin has found himself in the posidon of having to 
choose between backing the Americans and backing Mr. Molotov; 
and, nine if not ten times out of ten, he has come dowm on the 
American side* There are two main reasons for this, even if %vc 
leave aside for the moment any question of Mr. Molotov being 
unreasonable or unaccommodating in pushing the Soviet policy* 
These reasons are, firat, that Mr. Bevin, in ^cordnnee with hiS 
policy of gradualisin, iriei lo defend British inicreats ail over the 
W'orld, including Britiah capitalist inierests svhich he is not yet in 
a position to discipline or to replace j and secondly, that Mr. 
Bevin holds a conception of political democracy much more 
nearly akin to the Americans^ than to Mr. Molotovas* 

77te Defenct qf British inXffejft 

These two points arc closely coiinccicdj, but Utey may be con- 
aldcred separately. On the first, Mr* Bevin, whatev'er lus oplnionii, 
has to do his best to safeguard ihc living conditions of the British 
people, whose representative he is. On this ground, he cannot 
afford to take any action tliat would seriously weaken C^t 
Britain as a ivorld powiCT* as long as the game of power politics is 
still being played. In other words, he has to defend the British 
Fmplre, capLiaJlst exploitation and ail, until there has been tunc 
to deal with the exploitation—unless he can rely on the Uniicd 
Nations Organisation lo make an end of power politics, and put 
something ^ttcr in its place. He can, and no doubt should, limit 
his defence to wltat the reduced resources of Great Britain make it 
practicable for him lO maintain without unduly straining British 
man-power atid Uic British economy. But that is another slory: 
the limitation of Britidi resources does not exempt him from the 
necessity of defending British imperial intcres<a wherever he can. 
He needs, moreover, to defend these interests on two fronts—against 
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Ajiicrica4T bujsinc^ penetration ai well as agalnsc; rc%^IutioiiAiy 
aided by SJwiet propa^nda+ And^ over and above tMa, 
be dare not give cause of serious offence to the Americaiu, 
bemuse Grcal Britain, placed by the strain of war in a very 
serioi^ ^onomic pyght^ cannoi eastly do without American help. 

This ii an exceedingly aw^kward situation^ and no one but a fool 
will say confidemJy that he would do belter were he in Mr. Bevin*! 
pJac^ Mri Bevm cannot possibly like the policy w^hich he has been 
led into following in Grceoe; nor do I dunk he can be pleased at 
finc^g himself again and agiiin ranged on the American side 
against the Soviet Union. But he may lairiy ask whai else he it 
m dOp as long as the So%*icl leadeiis persitt in regarding him as a 
^prcscntatiye of capitalist unpciialLim, and continually pick on 
Great Britain as the weaker party in what they regard as ihe 
Atncricflxi^Btitikh parioer^hip to defeat the world revolution, 

Ha dash 

I^liticallyp too^ Mr. Bevin is awkwardly placed. In commoa 
With the rest of the British Social isi leadcrSp he believes in parEa- 
mentary dcmomciy, by which he understanda a syatem that 
^ow3 rival parties to appeal to the electorate on equal terms, and 
the electorate^ to choose by which party or parties it prefers to be 
governed. This conception of democracy diBers utterly from thflt 
of the So\iet leade^ who understand by it a syEtem based on the 
pow^ of the w^orkmg class, with a single party or "finont^ as the 
expMcnt of woridiig-class doctrine and the director of the political 
machine. The Biidsli vetsLon of the democratie doctrine leads Mr. 
Bevin to fiuppoirt everywhere the tendencies that appear to him 
mcftt do^y to les^bJc it; and this mc^ms that in Eastern Europe 
he upholds the rights of those groups which have been moat 
innuenced by^ ^Vestem doetdnes. These arc the liberal iiifd- 
lectuabj who in most of the East European countries have oon- 
satuted dicmsel™ the leaders of parties clmming to stand for the 
peasants, but whose ehum really to represent the peasant masses is 
ofien doubtful. From the stajuipolnt of \tr. hfolotov^ these parties 
no roots, becatise ihey have no real daw basis. Their ‘hbcral- 
lam ts, m his view, merely a cloak for their impotence to tackle the 
root problems ofdass^tnicture. ITiey are Wnter-revolutionary,’ 
m tnr sense that they are not on the side of the dass-rcvolution as 
Soviet social phiZosophy. 

>Mmt Mr. Bevin seems not to see is dial, cv^ If iiis kind of 
Umocpacy is abst^Uy preferable Id Mr. Molotovas, because H 
more si^pc for penonal freedom, there may be no present 
^ of making it wtirk in Eastern Euitipe* In the West, k exists 
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—as fer as it can be said to exist in Western Europe— 
33 the prodtict of a tong evDlntion under conditions very diEcrent 
from those which ptev^ in the peanut countris. It has grown 
out of aristocracy^for the party system as we knenv it was origin¬ 
ally an aristocratic instituiion—as the accompaiilnient to an 
econOniic evolution that has raised up Erst a powerful middle 
da» and then in sucocssion stmitun upon stratum of the waking 
class to shore in political piiwcf. It is the product of o society 
which has risen in wealth far above the peasant countries ond^ in 
addition to enriching its upper dosses^ h^ lifted up a large section 
of the w'orkmg class to stanoards of living and education above 
those of poorer countries. It has come to possess demdcmtlc 
elements only as these things have tronsforinKl it; and of course 
it still fells a long way short of being truly dcmocradc. What Mr. 
Bevin and his colleagues seem not to see is that there aie no 
surheient roots for the working of any similar political system m 
Poland^ or in Roumania-, or in Greeoej and that the attempt to 
support the nominal protagonists of *WeitEm democrat’ in these 
countries is in feet futilCji because even if they were put into power 
they could not sustain and would cither yield again> as the>' did 
betw^cen the wars, to ahcerly reactionary foroeii or be pushed aside 
by the very Communism whicb| in the name of dcraocracyt Mr. 
Bevin is tr>dng to preveut. 

The Americans, even more than Mr* Bevin^ try to force the adop¬ 
tion of multj-party methods on the countries nf Eastern Europe; 
but their modvia ore much more ccouomic than poUticaL What the 
Americans see dearly is that Snaviet supremacy in these countries 
is likely to mean the dosing of their ftontiers to capitalist explolta-^ 
tion by American burincss concerns; and in the name of capitalist 
enterprise, which they identily with democracythey clamour for 
'liberal^ political institutions and protest against Sovkt control. 
Thus Mr* Bevin finds himself^ in the name of democracy, support¬ 
ing American capitalist clajms against the Soviet Union; and this 
confirms Mr. Molotov's suspicions that the British Labour 
Covemment-a oiligcd Socialism b onl^ a fe^e, behind which 
British capitalist imperialism b still at its old gome. 

shouid Afr* do? 

The resulting situation gives rise to serious disquietude among 
British Socialkts, who do not fer the most part at alt ttjee the 
repeated line-up of America and Great Britain against tlie Soviet 
Union. But always^ when they challenge Mr. ^nn*s policy, he 
gets owTiy with it by challctigiiig his critics to produce a workable 
altcmarivc—wliich, so fiir, they have usually felled to do. 
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For it is no answer to Mr, Bevin nierdy to say that, instead of 
siding with the United States^ he ought to be siding with the | 
Soviet Union. It ia dinply out of hia poiver to do this, as long ^ 
the Soviet Uruon coniinues lo regard the British Empire as a i 
vulnerable enpitalist^imperhiLLst structure which all gixid SociaiLsT!i 
ought to be helping to pull dcmTi^ The great question accordingly 
is whether there is any vs-ny of persuading the Soviet leaden to 
take a difTcrent vic%v. 

This b the point at which I join issue with those left-wii^ 
mlitidans who tliink it enough to (ridcise Mr. Bevin by urging 
hixD to go^ to the ftirthcat pc^ible point of conciliation with the 
Soviet Union in the hope of budding up better relaiioEis. Fully aa 
much as these critics^ I want to see close and cordial rdadoiu 
eaiablishcd between Great Britain and the Soviet UnioRj 
I cannot get away from the unpleasant lact that, as matters stand, 
such concessions as could be made would be more likely to be re- , 
gmded in Moscow as signs of co nscious weakness than as gestures 
of friendship. Moreover, such a view would possess, whether we like 
It or notj a great deal of plausibility. It is a plain truth that Great 
Britain, in relation to the w'orld as a whole and the British Empi^ 

111 pai^cular, has been left by the war in a wtrak podtioUt wit^ 
commitmenti that impose a very great stmin on reduced man¬ 
power and economic TOOurcefi, It ban mgent need for the Brituli 
^vemment, wliere^-er it possibly can, to lessen its ovTrsea^ 
burdens, not only because it cannot spare the men for keeping 
large arises in the field, but also bemuse it cannot afford the 
expense, in terms of foreign exchange, of equipping and supplyit^ 
large forces abroad. 

Then: arc only two wnyi in which Great Britain's ov'crseas 
commitments can be induced; and both of them depend largely 
On success in establishing good relations with the Soviet Union- 
8'^« ^ British policy has almost gone in India, 
the biTut in meeting the demand for lelf-gavcmment in the eiuphe 
Muu^es, with the object of making the native peoples into 
fneuds and collaborators instead of eDeiuic9+ The other Is to arrive 
at a sati^ctory adjustment of relations involving the Arab States 
and thw neighbours iu the Near and htiddie East, and to solve 
therewith the problem of the Eailcm Mediterranean and the route 
mrough the Sum Canal. Clearly, neither of these things can be 
if *hc Soviet Union is doing its best to obstruct thcot; 
and the second cannot be doiie at al] without the positive 
collaboration of the Soviet leaders. 

In w^hat, then, arc ^osc who urge a policy of extreme concilia- 
tiod towards the ScFViei Union wrong? Simply in leaving out of 
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their calculations tht vital point that the Soviet Jerviers respect 
strength and despise weaknesSj and ihm Great Britain, us mattery 
stand at presrnt^ keks the strength v^hich Vi’ould ensiue that a 
policy of concilbtioti would meet with Moseow^a respect. It has 
undoubtedly been the policy of the Soviet Union tip to now to 
keep Western Eiu-ope weak aocJ divided, both because its dL%^bioiij 
kcUitate the consolidation of Soviet induence in Eastern EuiY>p€r 
and because a divided "^Vest seems to the Soviet leaders less a 
menace to Lhcm than a united West which* they fear, might 
SCTve aa a base for Afnerican operations against diem. The Soviet 
leaders are obsessed by the 1 ^ of a new antUBobhevik world 
crusade, in which impsertaibt eapimlism would mobilise all its 
forces for a renewed onslaught on the Soviet Union. Their desire 
to reduce German hea^'y industry to the smallest possible capacity 
has been baled, as we sasv* mainly on the fear that the Kuhr might 
be tinned into an arsenal for arming the West against the EMt; 
and their interne hostility to every attempt to build up closer 
rdatbns between the countries of Western Europe has rested on 
the same fear. 

The more dosdy Great Britain appean to be collaborating 
with the United Statia the stronger these fears in the minds of the 
Soviet leaders are bound to be. For it b evident that the Soviet 
Union has nothing to fear &om Great Britain i or even from an 
united Western Europei unless they are acting as satellites of the 
United States and allowing their territories to be used as a 
jumping-off ground for American forces. The idea of war between 
Western and Eastern Europe—of war, that is, direct^ by the 
West European States against the Soviet Union—Is ineraly 
ridiculous. Western Europe would have nothing to gain* and 
everything to lose* from such a war. If there h any menace to the 
Soviet Union from the Westi it is an American, and not a European 
menace; and Western Europe could be involved in it only as the 
junior partner of the United Stato. 

How io fmpr&ve British-ScrUi RrisH&ns 

Accordingly* the first requLiite for better relations botw^cen 
Great Britain and the Soviet Union is a sharp dissociation of ^ 
British from American foreigti poBcy. The flrsl essential step 
towards this is an entire cessation of British support for American 
intcrfcrenccs in the politics and cxonomici of the countries of 
Eastern Europe, and a fresh rroognition that these countiia must 
be left to shape thdr political and economic institutions in dose 
relation to those of the Soviet Union. We must stop backing up the 
dainis of the Peasant Party in Poland* or of the right-wing partiet 
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in RauxnAnin and BuJgariit^ We mint stop supporting the 
American demand for an open door for capitalhiE csepLoitaEJoii ia 
the Danube area. And we must reverae our policy in Greece at 
least to the extent of fihiflmg our support from the Royalbt to the 
RepubUcan side, even if this means in cfTcet the acceptance cf 
a laj;gdy Communist Government. ^ 

Secondly! ^ must make ii plain thm, in economic affairs, we 
stand for an intemationaJ policy based nii Socialism and not en 
the American notion of capitalist enterprise. This is not easy to do, 
in lac* of the mcpst regrettable economic commitments into which 
Great Entain hm been Jbreed to cjiter; but we can at any rate say 
plainly that the British signattire was given to the American Trade 
Proposals only under sheer duress^ and ihat we shall be highly 
gratified if the refusal of other countries to walk into the Amcncmi 
trap itdieves iia of obligations under thein—obligatiDis which we 
shotdd never have incurred but for our imperative need of im* 
mediate financial assistance. We can, at the same time! ^ work 
todevdopj to the very fullest extent compatible with our present 
obligations, state trading institutions for the managemeni of our 
import and export trade; and we can try, dirougb t h irurit mions. 
to build up closer trading relations with the Soviet Union and 
wxth the countries associated with it. 


Tht f/jTjjp lit IV^sSfm Eurept 

We cannot, howeycr, do these things effectively, or escape horn 
our present subscrvienoc to the Utiited States, 'wc can build 
up mucli closer poHdcal and economic relations 'irith our ncigh- 
Murs in Westtro Europe^ This means, above all other coiintrieSi 
rranee. It is livith France, more thtui with any other country, that 
Mr. Bevin ought to be doing his level best to make common cause 
in the dl^iissions of the future of Europe among the Big Four- 
Great Britain alone, France alone, arc both too weak to stand 
for a clearly defined, independent poUcy. As long as these Uvo 
to stand together, the uievitable result is that Great Britain is 
dnveti to act under the tutelage of the United States, and that 
Fiance, tom by internal conlhcts, wcaklv does what it can to play 
the part of mediator between the Soviet Union and the AmcricMi’- 
Bnitish Such a posiuon is no mote satis^ictory for the French 
■ ^ inoonsisteiit with anv tolerable seltlcmcnt 

m the Wot—which is France's greatest nceci and desire. If Great 
Bntain and France coidd come to terms, and could put forward for 
Western Europe a ufuted policy, emphasising at the flflitie limr 

r"*i*P* hefftte tb^ *tixik 0 ™-“^ Cfwct; 1 hii my vie^ 

limi Bnuim MheniJd tuppon the Giech 'Left' renLiini unsluiiEEi 
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their joint ttiflundation of iottrfcrtricc in the alTairs of Ea&trm 
Europe, the Soviet Uoioii would be con^nted with a group that 
it would have to treat with respect and could no longer regard 3J 
a potential iMtirutocnc of American capitalism for the immediate 
exploitation of the Europeati continent and for an attack on 
Communism at a subsequent sti^. 

WTiat ^^-ould Great Britain need to do in order to come to 
cordlaL terms with France, emd to rally all Western Europe behind 
their joint leadership? First and foremost, as we have seen already, 
there would have to be a fully agreed policy for dealing wim 
Western Germany^ The esscniiab tJ such a policy have been out¬ 
lined in a preceding chapterj^ and the ground need not be gone 
over again. What is relevant here Is the atdtudc of the various 
political parties and more particularly of the Communist Parties 
in the West, and above all in France, both on the question of 
Ccmiany and on the wider issue of VVesi Euraj^an uni^. For, 
in France particularly, the Communist Party is in a podtian to 
offer very powerful opposition^ and would certainly do so IT it felt 
that the policy preented any danger to the Soviet UniotL 

C&mmtmwn md Sot^ism tn Ifetimt £urE»^ 

The Communist Parlies of the West have presented, since the 
defeat of die Nazis, a superficial picture of contradictions. Eich 
party takes in relation to its own immediate problems a^ national 
unc of its own, Thb necessarily results in sharp contradtciionsH. The 
Italian Comenunists, for example, demanded that Trieste should 
be Itiilian, while the Yugosbv Communisia were crymg out for its 
tneorporadon in Yugoslavia. The German Cammumsts protested 
against any proposal to sever the Buhr of the Rhineland from the 
rest of Germany, whereas the French Communists appeared to 
favour severance^ at any rate of certam areaSj and to oppose 
German unificatiou. The Soviet Union, as fir os can be judged, 
has made no attempt to induce thi; various Communist Parties to 
Iwmomse their conflicting nadonal polidea—which indeed have 
served well the purpose of keeping VVestem Europe from achieving 
any sort of um^* But all the Western Communist Parties have 
echoed Moscow^'s objections to any kind of West European pact, as 
a move directed against the Soviet Union. 

The question of the atdtude of the Communist Partica of 
Western Europe is indeed crucial, and raises a riml issue for the 
Socialist Panics of the West. One possible view b that Communbm 
and Social Democracy are forces so much at conflict that no 
cooperation between them can be even considered in any countiy^ 
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that lira Hrat of the ‘litic across Emiope' that divides the So«ei 
from the W cslern spiiero of predominant influence^ This viw b, 
pt cour«, (aiurcly inconsbtem wi(i es'erything I have been aren- 
mg for in this book* In the Rrst place, tl wouid involve perpetual 
conflict between Cbmmunisti and Social Dcmociau m all the 
wiui tries wWch Vic aJong the Ime of divisioii betwren the 
Luropcs; and such conflicL, whatever the r{}r tunes of the oemtesung 
parties, \vouM be entirely inconsistent with intcntaiiounl 
relations mi ween ihc Soviet Union and those countries winch 
took the Social D^ocratic side. It is not practtcaliie to ti«it 
Cc^inuciuin as a fo^ of leprosy at home and to coUaboraie 
coTOi^y with lb pruiapal representative in the internatJon.'ii 
neid. Secondly, this view would lead, over a large pan of Western 
■uropc itKlf, above all in France, to a dtsaitrous division of 
me workjng-oJais niovemcni liadf, and to a puahine of the 
Sociidist Parnes Into an alliance against the Communists' witli the 
reaecionarj’ foixes in their own countries, and probably before 
long to mu eclipse of Social Democracy as an ciliKtive politica! 
torce, Sori^its can Ciisily Ml to see this because, in Great 

® *'^1' negligible as a force, 

luc Lalraur l arty can reject the overtures of the Cammunbi 
I arty orCreat Britain not merely witliout electoral disadvantage, 
but probably wnih positive electoral gain* The same, however, ts 
uol true tndtiMrfalpi, even in Great Britain. At prcsetii, the Coni' 
mutusts m the Trade Dnions are doing their best to help the 
La^ur Government's production drive. If they weir to change 

wir line, for pohtical reasons, and to use their influence to 
Obstruct It and to stir up stiiitH and unrest, they arc alreadv 
powerfu] enough to do a great deal of harm 
l^t us agTK. howewr, iliai in Great Britain there is nosufEcIcnl 
nnliJii^if'^ii- ^f^hoiir P^- leaders to accept any sort of 
Communiam, and that the same thing holds 
1^, c"" ‘ L countries, W'hcrc else does it hold 

g^. ^phatttally not lor Fr^ce, and not, 1 think, for Belgium 
Of H^ollaiid cither; and certainly not for Italy. As for Germany, 
the situation there is so different that I do not want to complicate 
die argument by cowidcring it at this stage. France is the key 
coumry: lei us consider France firsi of all. 

T~ki SiUiatiojt in Pronc^ 

not^^de^tw'^ Communisl Party is not merely 

^£tori party and commandj the 

electoral backing of the largest section of the worUng class. I am 
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not laying heavy strest on the fact liiai in fedctii Fneneh elections 
the Soci^ists have steadily lost ground, both to the Communists 
and to the non-Soelalist partica; for that electoral trend a not 
necessarily Irreversible. It isp ho^vever, plainly out of the qucsTion^ 
for as far ahead as it is at all profitable to look^ for France to be 
^^'on for any sort of Socialism except on the basis of an alliance 
bcE^vcen the Commufiist and Socialist Parties. The only alterna¬ 
tives are either government by the Sncialists in alliance with the 
non-Socialist;,^ mainly Catholic Almaxmini RtfiablUcain Popid^irt 
{M.R.P.^—a combination w^hich would almost certainly Irad^ for 
the SocialfstSp to a further loss of working-class support—nr 
government by the M+R.P+ in aUJance with the parties of the 
Right, with the Socialists neither opposing nor supporting out- 
righi—a atiuation very difiScidt to keep up, and again ^most 
certain to result in loss of support for the Socialists—or a con¬ 
tinuance of uneasy' coalition government with the Socialists^ the 
CoromunbtSj and the M.R.P* all taking part in it, and with each 
party blaming the others for its defects. 

1 know, of course^ that at the momentj^ the Communists and 
Socialists have not oven together a dear majority in the French 
Chamber, They have lost the majority they had^ largely because 
of their failure to work cEfecth'dy together. I know^ too, that 
Communists are very diflicult to work with, and most difficult of 
ail for Socialists who take the Social Democratic vi^^ Nevcrtl^ 
less, the fact remains that in France, unless Communists and Socia¬ 
lists can work together, there is no hope of a Socialist solution of 
the political impas^ that has existed ever lindc the hbKMiion^ and, 
beyond that, tkeni is grave danger of a reactionary ^oup 
that would disaatrom for French recovery! even if ii did not 
involve a still more disastrous civil war. 

It has to be rro^nised that there can l^e no victor)' for the 
French "LcR’ without the Gommunifls. Tills has to be recognised^ 
not only in France itself, but throughout Western Europe, and 
above all in Great Britain, as a vital factor In the international 
situation. If the British Labour Party, or the British Labour 
Gov'emment, doo anything that will tend to make it harder for 
the French Sodalisis and the French Coimnunisis to act together, 
it will be striking a blow^ at the prospects of Socialism, not only in 
France, hut alw throughout Western Europe. Nay moiie; if 
British Labour wishes for a Soenilist solution of the problem of 
Western E^^lrtJpe, it must shape its inio-national noljcy along lines 
W'hich French Gonimunists, as well as French SodalistSi can 
reasonably be nskcfl to accept. 

^ Mardi, 1947. 
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Tlic Only alternative line fpr British Labour is to work deliber¬ 
ately lor a solution of West Kuropc^an afEnrs, by' en' 

couraging Eiinopean Sooalisti to ally thcimsclvcs witli the (mainly 
Catholic} * Popular^ parries against the Coimnunists. There art^ 

I know^ some Socialists so dcttitiitcdly hoadle to Comniiinlsm as 
to prefer this solvitioap wJtich would of course also be highly 
pleasing to the Ainencan State Departinc 4 iip amte it would help 
to make Westerti Kmopc sale Ibr capitalist enterprise as well ai a 
bulwark against Communism^ To tncp at any ratej that a 
quite disastrous outcome. I am convinced that^ in the not very 
long ruiij it would utterly wreck the European Socialist Parties 
and drive the major part of the West European workers over to 
Communism even against their wills; and 1 am no less cotwinced 
that, perhaps in a raiher longer run, it would break the British 
^bour Party at least as seriously as Ramsay MacDonald brake I 
ji m and more irrcvocahly* 

1 am ^ying all this^ though I am no Ckimmunist and no 
behever in Communism as a satisfactory way of resolving ihc 
social cotifljcts orWestem Europe. I Eim saying ii^ bc'cause it scans i 
to me to^ only reasonable eonGlusion that can be based on 
the adnmicd facts. I grant readily that such parties as the M.RT. 
in Fi^cc are by no means wbalLy reactionary^ They mdude 
c{wi<terabie socially progressive elements—among them many 
who, u mey wxrc in Great Britain, would be supporteis of the 
^bour Party. These partita, in alliance with the Socialists, might 
pcrsiiad^ tn go a coiiaidcmble way in introducing social 
refoi^ even in soeLalbing raruin industries, mat thc>^ 
could not be persuaded to do would be either to m-ake any direct 
attack on the dass-system or to follow any intemational policy at 
saioiis vanance wjtli the and-Communbm of the Roman 
^tbohe ChurclL They could not come to any real or cordial 
mt^tional agreement wiih the Soviet Union, and thiry AvouJd 
j which sharply divided the Soviet Union < 

tod the United Stales, to take the American ride^for the United 
states IS now tlie main political bulwark of Roman Catholicism 
as a world political force. 


CAonref cj" Socudism m 

I am arguing then, ihai, however things may seeiu to Briiish 
^ odflhsta Jwkmg at polidr^ from a merely insular standpoint, the 

on Ue West 

Eurepcan Socialist and Communist Parries findiiur a bash for 

^ regard this a* a hopdess and uo- 

profiiablc conclusion if I thought that the ComrnSliit Parties of 
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the West ^Quid aimply take their orders from Moacow^ irrespective 
of the views ajid fedir^ of their own peoples. But Cksmtniinist 
Parties in Countries where they arc roi alreily in power and able 
to eoatrol the dccdorw can tehave in this way only as long as 
they are merely smidl roinoritii^^ in a pofiLioti to aet solely oa 
imtanis and nuisanc«i and not cspectlng or aiming al responsible 
power. As soon as a Western Communist Parly geU to be as big^ 
or even half as big in relation to other parties, m the French 
Conununbt Party, it has to consider national opinion and to shape 
its policy in accordance with what it believes the main body nf the 
working class in its own coontry to want^ or to be ready to accept* 
Only on condition of doing this can tt hope to hold its poti tion as 
a leading party making a bid for powder* 

There is* 1 think* plenty of evidence that tins (act is recognised 
in Moscow* and that the leaders of the Soviet Union are aivarc of 
the impracticability of attempting to dictate policy to the Gam- 
munist Parties of Western Europe* They realise that these pnrtics 
cannot hold or increase their InSuence unless they can frame tlidr 
own polidcs in accordance with the prevailing sentiments of the 
peoples to whom they have to appeal. What has therefore to be 
considered is the altitude and strategy of thoc parties* and the 
saitiments which move their large bodies of working^lau 
supporters—sen Lknents to which* as masi-panies* they will be 
bound to adapt their immediate programmesH 
The most obvious thing about the Western Communist Pities is 
that* whatever didr underlying philosophy, they are not aiming 
at revolution now. On the contrary, their aim ts to pTtrvent 
counter-revolution* or the rc-establishment in power of those 
reactionary forces which* before and after 1939, showed plaLnly 
enough that they preferr^ Fasdsm to any farm of SocialLsm. The 
positive programmes put forward by the W-^tem Communiit 
rartica are essentially moderate* and are at moat points not 
easily disdnguuhable from the programmes of their SodaUfit 
rivals. On the basts of these prognunmea, and of the need for a 
commun front against the renasceni forces of reaction, dicy axe 
crying for unity with the Socialist Parties* sometimes in the form 
of complete fusion of parties, but more often in that of close elec¬ 
toral and parliaznenta^ ailknce. The Sodahsis, however* arc not 
very ready to take these ovcrtuiea at their face value—^partly 
becamie they feel that, in a crisis, the Communists would adll 
take the side of the Soviet Union* right or wrongs cvm against 
the national sentiment in their own country, and partly because 
they have not forgotten the past and fear that Communist policy 
may at some future crisis be "iwilched* again as abrupdy as it was 
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r^ichcil in 1939 and in 1941, if not in rcspoiUf to ^orders from 
Moscow, at any rate aa a spontaneous ruction to a changer in the 
jnicmaUonaJ policy of the Soviet Union. Moreover, there arc in 
the ranfo of every Socialist Party some who have so deep a horror 
of hist ^toialttarianism' that they ^vQxdd sooner dde with 

c^pitalLsm or with Cailiolic reaction against it than eon tend with 
these forces as its ally. 

To thf^ who taJtc up this last attitude I hove nodiing to say^ 
lor 1 couM not liope to say anythuig that would convince thtRi- 
But to the Ollier two^^and miich hug^er—groups among the 
there is this to be said. When the situation is such tJiat 
the Cotnmumst Party has a really strong hold on a consideraWc 
arction of the working-class, so that there is no practical p™p«t 
orwu^ng a majority for Socialism citcepi in cooperation with ' 
it, refu^ to co-operate can only lead to a consolidation of the 
orew oimacUon. In the short run^ this may mean a succession of 
weak and meflfectivc Goaliticins incapable of taking any coit’^ 
strucuve stand in either home or foreign affairs: tn the Jonger run 
11 will either drive the Socialists into collaboradtig with the Right 
m restoring capit^i^m or squeeze them out between Right and 
Lwtf and leave them as no more ibau a relic of oast wishful 
ttunking. 


Sifcialiit EfamsiTuctwn in tJu 

Th^c is no basis for the successful reconstruction of the co> 
nomic and ^l.tical life of Wotem Europe oicept 0 form of 
^laJ^ which can be fitted on to the still living tradition of 
cst European cidiure and social devtlopmcntp The attempt 10 
remnfitnjc! on a non-sodolisi baais wilJ lead politically to a feeble 
and unco-opcTOtive mdonalism and economically to an in' 
creasing fubjcctiori of the West European cconomiiS to American 
capitaJirt permeation and control. Tht only escape these 
disute^ If tn a Idnd of Socialism that can tratu^d national 
iruiiauom without flouting national sentiment, and is in a posi* 
on, on n foundation of domeatic economic planning, to plan in 
common for Western Europe as a whole. 

o plannitig, and no such common Socialist policy for 
cstom Eu^pc, IS even conceivable on a basis of antagonism to 
^ bovjrt Union, or without the positivt partidpation of the 
W^T roE^alisn. i« 

Wttfcm turope Hicrcfore nais un fititUn^ means of making the 
acceptabk 10 thee parUes, and ther^jth 
fmm lexers of the Sovkt Union to hdiesT that, so far 

i™tn bemg directed against them, ii » as much in their intenat 
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and m that of Europe aj n whole it ia in the Interst oF ihc 
VVeaiem peoples. 

How can European SocMutj »ct about this double task of 
working more closely with the Commumsts for a Sodalbl soliitipii 
of the problem of Watem Europe^ and of coisvindiig the Com¬ 
munists of llie Soviet Union that ihcy arc not ploEting Western 
uni^ aj a move In a capitaliA-impmalist atraicgy directed ngaimt 
Soviet Influence in the world as a whole? France^ w-e ha\^ seen, 
b die key pountry; and the two esscniiEils arc^ first, to catablbh a 
real efTcclive worldng partnenhip in France between the Com¬ 
munist and Sodalbt Parties, and secondly to bind Great Britain 
and France firmly together for the pujinance of closely integrated 
common polides in bnth harne anti Intcrziational 

The first of these lasb b, ofOTum^ a task for Frenchmen to sei 
about in their own way. ^Fhe second, however, Is a matter m 
which both peoples have to take n hand; and It b of the greatest 
importance that there shall be the fullest mutual understanding 
between them^ and above all an understanding in each country 
of the sentiments which lie behind their at pTcscnt ivcTgent inter* 
national poLides. In Gieat Britaint ihe Right mstinctivdy favoimi 
Anglo-American co-operation, which it regards both as likely to 
act as a brake on Socialist adventures and as a hdp in combating 
Soviet onsbughtf on 'British impcriaJbm*; and the Government 
fintb itself compelled to rely on American help both for mcedng 
ita intemal problem of keeping the pec^le fetf and nipplied and 
for coping with its responsibilities in VVcsicm Germany. Even 
apart from this, Soviet Union pinpricks at British imperial 
tniercsts have driven the British Government further towards 
common ac tion with I he United States; and the general effect it 
that we have a British Labour Government following a foTelj|rn 
policy which wins Conservadve anplaiise, but causes on increasing 
amount of uneasiness aman^ the Government's poUdeaL nip- 
porter^. In Europe, Great Bnlain finds itseir driven to aim at a 
policy which will at least reduce^ the oosts of occupying Western 
Germany; and this necessity has led both to the insistenoe on 
restoring German uni^ as soon as possible and to the actual 
ecDtiomlc Linificatimi of the British and American sonta, despite 
mi^vji^ on the Left that the effect may be to open the road to a 
restoration of German ca^n laLism under the auspices of Amo-ican 
big business, and as an outpost of American capitalbm in Europe. 

M^st Fmehnun 

Meanwhile, in France, there are certain attitudes which are 
common to the great majority of the people, to whatever party 
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ibry belong. Firsl* jnnst Frcndiined the firoicat assurance* 

ihry can possibly get against German rc-armament^ noi merely 
for a kyv ycara during which Germany is miijiarLly occupied* bill 
also thereaftca'i when the armies of qceupaiiDn liave twifi with¬ 
drawn, Second y^ incHt Frenchmen warn a Germany w-takened 
economicaUyi as W'ell as politically* because they do not believe 
that economic strength is reconcUlabte with political harmlcwncss. 
Thirdly, most Frenchmen want to maintain friendship* and if 
passible some form of alliance with the Soviet Union, for as long 
as there is any risk at all of Germany becoming a^in a dimger to 
them. Fourthly, most Freaichmcn arcsusptdousofj^o'iam, anti 
of Anglo-American* capiiaUfii manoeuvres both in and outside of 
Europe, and especially in ihc Near East. They think they 
4 ci down^ over Syria, and that they are in process of being 
down further by Anglo-American oD intemSES in Iniq and Arabw. 
Fifthly, many* if not most* Frenchmen regard France ^ the 
natural leader of culture and civitiaadon {not to mendan invest¬ 
ment} in Eastern Europe, and racnl their exclusion from this 
'sphere of influence.' Sixtldy* most Frenchmen are nervous 
the French podtion in North Africa, which they tend to regard 
ahnost as part of France, in face of the rise of Arab nationalism. And 
seventhly nearly ail Frcnehmcn are well aware that their country 
is in no position to face cither an international cr a riffi/ war with¬ 
out irfcparablc disaster. 

These ai* sentiments* widdy diffused among Frenchmen, of 
which the French Communist Party* fully as much as the other 
great parties, has to take account. It must shape its policy so ^ 
not to flout these sentiments* or its political influence will speedily 
wane. It must* moreover, set out to ^skXhfy tliem in such a way as 
to give its followers* and all Frenchmen* the fecUn^ that Frmce 
is playing an indepc:ndent r^e in Etiropeati and in world polidc^ 
and is not allomng itself to be made the mere satellite of any other 
power. 

A/b Uni&n tn Wtstem 

This laat point is of vital importance* It k out of the quesuon 
for tilt French to enter into any sort of West European 

combination that would be incondstent with the maintenance 
of dose reladons elsewhere. Not only svould any such ptoposai be 
nccesKuily rejected out of hand by the French Communist Partyi 
it w^ould also be rejected by the great majority of Frenchmen in 
other parties. It would be represented as involving in effect the 
suborainatian of France m Great Britain as the stronger poweri 
and it would most certainly be rvjected in such a fashion as to 
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leave the relaticnw bciwcen the two coimtrica not better, but worse, 
than bcroiTC it was made. This is the danj^er iluit besets any pro¬ 
posal for a Froiici>-Brili3h Fact, unless U is put forwaid as 

the conaplcnieiit to Franco-Soviet and to Briush*Soviet Pacts at 
least as dose m their political implicattana, 

Tlicrc is, however, nothing in this d^scr that need stand in the 
way of Wot European unity, prosided that the approach is 
rightly made. If it u out of the questioa for France to tic iuclf 
doscly in political matters to Great Britain than to the 
Soviet Union, tt is quite as much out of the qucstioji for Great 
Britain to tie itsdf more dosdy to Franre than to Auitraita and 
the other independent Dominions, Neither France nor Great 
Britain can contemplate an cscfener West European bond. But 
there should be no question of any such ejtdustvencsii. What is 
wanted is not a banding together of the West European countries 
against any other country or group, but an agrecmcrit, or rather^ a 
series of agreements, for doser working together in matters in 
which the countries of Western Europe have a dose cominoii 
concern. Tlicse are, primarily, economic matters, cultural ^tlen 
(induding freedom of movement across frontiCTs), and such 
mlidcal matters as arise out of the pcsscssion of common tra* 
ditions in the realms of government and administration. There 
should be nothing to prevent any mOTber of the West Euroj^M 
group from forming tics clsewliere: indeed, that there shqidd he 
such tics is one of the best assurances against the group devdoping 
along the wrong lines. Nothing cnuld help more towards a really 
effective Anglo-French Alliance, as the nudcui of a West Eui^ 
pcan grouping, than the strengthening and prolongabon of the 
Treaty of Alliance between Great Britiun and the Soviet Union, 
for which Mr. Stalin leaned to be pressing in his catchanges with 
Mr. Bevtn in January, i 9+7- 

Aagio-Ftenih JSoMflBitr Callabara^a 
One essential aspect of (his Anglo-French co-operation is die 
doscst possible economic association between the ^o ooimtrics 
in working out their plans for recovery and for industrial 
OTKaoisatton. In France, the ambitious Monnet Han, put forward 
at the end of ( 946 , culled for a tremendous national elTort to re¬ 
equip and raod^bc French industry with the aid of a heavy, 
largely State-controlled, investment pirogramme which was 
bound to put severe limitalions on the consumption of the French 
people until tlieir productive resources could be adequately 
restored. This plan, it was clear, could not be fully implcinented 
without considerable loans of foreign capital, which could come 
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(or ilic most piirt only firotti ihc United States, In thb respect^ 
Great Entain was not in a position to offer substantial help; but it 
was plainly of the utmost importance that the Monnel Plan in 
France and the plan for the allocation of British man-power and 
producLive resources that was bcin^ w'orked out in Great Britaini 
under Mr. Herlicrt ^folTi 30 nV chiurniiiiiship, early in tg47» should 
be as far as possible complementary and not cnndiedng, and 
should provide for the largest possible CKchangcs of goods between 
Great Britain and France. VVhen M* Blum came to England in 
JannarVp 19^7^ to dbeuj^ the terms of a proposed Franco-Britisli 
Alliance, this econoime aspect of ilie matter was by no means left 
out of account. It indeed, vital; and there is no good reason 
why much more than 1^ been attempted in the past should not 
be done to link the Bridsh and French economte systems together 
on a complenieniary basis and to stJmubte the development of 
mutual trade. 

I ^nk I have sufficiently shown, m earlier chapters,, that there 
cac be no sound basis Ibr the non-cxclusive kind of unity that 1 
want to see m Western Europe without an agreed solution of the 
German problemn No Anglo-French agreement will yield real 
results as long as Great Britain and France remain seriously ot 
Ipggerhea^ about the treatment of Germany. Nor, for that 
mi^ECT, wtE the existing Franco-Soviet Pact mean anything 
citheTj unless France and the Soviet Union can reach agreement 
about the German problem+ Tliis, then, Ia clearly the isiue that 
needs ladding first—and it ivillj I hope, have been tackled before 
this book rcai^es the rcadcr^s hands. As far as I can see, there is 
only One way in which it can be tackted so as to secure agreement 
Great Britain, and the Soviet Union, and there* 
with the assent of a dear preponderance of opinion in aU three 
countries. This ivay I have suggested earlier in thiin bootJ It 
involves the organisation of Cemtany within its reduced fiontiers 
as a deccntJ^iscd State, with wide powers of dcmocrritic seU^ 
government in each constituent ^Land" and with central organs, 
based on the federal principle, out of which 3. new United States of 
wrmany can be allowed to grow without much delay. It involves, 

Ruhr industrial area^ or rather of the 
land containing it^ in a special position^ under the economic 
control of an Iniemaiional Commission representing the occupy- 
ing fwwcrs, the other neighbouring Stares most direedy tntcresLedt 
and Germany itself. This Commission would have as its mandate 
the development of the Ruhr^s resources and industries for 
the benefit of all Europe* as well a^ the prevention of their use 

^ S« pajEc 


^ a bast for I'carniiEDCnt. The Commission v^ould own and 
administer the rworoes of ihe Ruhr as a trustee—in the Tint 
instance on behalf of aU the interested countries and ultimately 
of the German people- The annexations of Poland and the 
Soviet Union in the East would be recognised (for whai would be ' 
the practical use of disputing them?]« The Saar would be severed 
from Germany and united to France as a separate Republic, much 
as the Grand Duchy of Luxcmbuif^ is united to Belgium. There 
might be other minor frontier changes in the West, to meet the 
claims of Holland and Belgium; and there would certainly have 
to be, for some timcj a continued occupation of the Rhineland 
and an assured allocation of coal from the Ruhr, as B€x>n as output 
passed beyond a certain rnimmum level, tn order to satisfy the 
French demand that German mdustrial recovery shall not be to 
the prejudice of economic development in France iiself. 

Surely such a setdement ought lo meet the French ease, and to 
be acceptable to the Soviet Union. And surely the Americans^ 
even if mey disliked the public o^^crship of the Ruhr^s industrial 
resource, would be prepared to fill in with it—for they are eager 
to limit the extent of their occupational commitments, and duy 
have aire^y stated officially that they do not object to public 
ownership of industry in Germany* provided that it is brought 
about with the agreement of the Germans themselves. ThiSj to be 
sure, does not quite cover the point j for I am treaung the question 
of the ownership of the Ruhr's resources not as a purely German, 
but as an intemadonal question. It is^ howeverj not at all likely 
that the Germans would dissent, provided that it was made 
clear that the ownership was to revert, in due course, tn the 
German people and that the establishment of the proposed 
International Commission carried ssith it a defimte removal of 
the Potsdam restrictions on the permissibie level of German 
production. 

Framco^British Ccilahoraihn 

At the same time as this solution of the problem of Western 
Germany was being offered to France by the British Govrmmcnt* 
there would need lo be a wider offer of dose Fmneo-British co¬ 
operation^ Great Britain should go to the limit of its ability in 
extending temporary creditj to France, and should take all 
p QCTi hlf* steps to encourage the importation of Fiench goods in 
exchange for the British capital gcHW of which France stands in 
urgent need. Every thing possible should be done to re-establish 
and to extend freedom of movement between Great Britain and 
France* both for touriatfi and by exchanges of teachers and 
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stiKleitta, CIcMcr rdations should be byilt up betrwecti the ErilUh 
and French Trade Union atid Cb-operative mf^mcxiES, as wclJ ai 
between the two Pariiaraents and the political p)artieiP^ A great 
effort should be made not merely to settle diffeienoesi but to bring 
into being a cammoti policy in handling Arab problems and in 
the Meditfir^nean as a whole. Great Britain should give the 
French cordial backing in measures directed against General 
Franco's t^govemmeni m Spain. In effect, even if tlie idea oF 
common ddzen^ ip is not practical enough to be worth levivingt 
the nearest poisible approach should be made tq it in every beld« 
If a nucleus of Anglo-French unity could be formed»the rest of 
Western Europe would be certain to rally round U. iTrefe need 
be no forTnal federation, such fu the advocates of Federal Uaion 
have ^vished to create: indeed, Ibrmal uaion or federation would 
be not only un necessaryp but poutively dLaadvantageoiis between 
peoples which have deeply rooied political habits differing greatly 
from country to country^ IVhat Wcaltm Europe needs La not a 
conuTion govemmentp eveu on a frdcral basisj but a common 
in handling its relations with the rat of the world, and above 
all in frnding n friendly pwtndi with the Soviet Union and 
the States which fall within its sphere of tnEuenoe, 

Note: This b^k was finished ivhen, in Marchi 1947J 
U.N.O, Economic and Social Council set up special Regional 
Comnusaions lo promote economic collaboration in Europe and 
in the Far East. The functions of these b^ies were not at all 
dearly dc^ed; and the Soviet delegate abutained from voting on 
the resolution laying down thetr terms of reference, no as to leave 
it doubtfrj] whether the Soviet Union and in East European 
satellites wpkdd Co-operate m their work. In the of Europet 
the Commisston was definitely designed to cover the whole con¬ 
tinent j including Germany^ but the So^-iet delegate objected that 
economie policy in Gcmiany was entirely a maitcr for the 
Fowm. It was agreed that the new Commisiion 
should absorb the temporary Organisationfi previously set up to 
deal with European coal and internal transport (see p. ^ 

well as the Temporary European Committee which had drafted 
the scheme^ The United. States and Great Britain w^ere to be 
iTprcrented on both the European and the Far Eaitera Cominii" 
sou, Fhe area to be cornered by the latter, which is to have its 
hcadquaitM at Shanghai, wa.i left to be settled later; but it was 
dcniutely deigned to include India, Indonesia, and Indo-Chinat 
M weU as Gh^ and Japan—to the extent to which General ifac- 
Ihur would allow Jap^ to be brought effectively within itsscope. 
ror the new Anan Retadons Organisation, see Note on p. 874+ 
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CHAPTER III 


WESTERN EUROPE AND WORLD AFFAIRS 

Xif£ CA&E AOAiNiT WARj OS a mcaiM of settling difTeneacca 
among men, has always been strongs and to^ay k is very much 
stiotiger than It has ever been before, because of the ^'cry pro¬ 
digiousness of the destructive power that science has put Into the 
hands of the war-makers. The atomic bomb frightened the 
JapanesCp who m not given to fright, into Lnstant surrender; and 
it terrified the victors equally with the vanquished. For the time 
being, die United States hdds a practical monopoly of atomic 
pow'cr; for other countries, even where they know most of the 
secrets, cannot at present apply ihcin. No one, however, supposes 
that this monopoly will last, or that any State strong enough ro 
aim at playing A part in power poiiii<3 will be for long without 
atomic weapons, or at any rate without the mcam of making 
them. What is still iinkiiown is whether they will coatmiie to be 
luakeablc only on the vast scale employed in producing the fint 
examples, or will soon become easy to make on a rclativdy smaM 
ECDJc--^ierhaps even by a few men, with a simple and cheap 
equipment snich as can be cosily set up and worked %vithout 
attracting notice, in any country in which private enterprise 
remaim the rule. 

The PrMern cf AloTitk F^wer 

No one, except luiiaticSj can wish aiomie bombs to become easy 
to make. In the calretne case, if any private Mynamitcr^ could 
manuTacture one at home, the world w^oiJd be hard put to it to 
avoid becoming a prey to lanatips who would not scruple to pull 
civilisation about their ears. Even if the production nccdefl 
moderate-sized factories and fairly expensive equipment, the 
prospect would be grim enough; for the iktw weapons, even if 
they' could be denied to ^private enterprise,* wotdd he within the 
pmducth'c capacity of a Luge number of sqwate sovcrcigti 
States, and the devising of effective international controls coidd 
not be easy. If the feat remains for some time beyond the power of 
any except the largest and most highly equipped industrial 
countries, even tliat means that the very enuntries most likely to 
be antagonists in any future world war will enter k with atomie 
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wf ajKins, and with the certainty, whoever wins, of doing a terrific 
atnount of dam^c to each other—and probably to lesser 
countries as weU—and of annihilating a great number of people 
on both sides before the issue is decided^ Finally^ even if the 
development of atomic energy can be and is nxadc effectively an 
intemationa] monopoly under the control of a supreme inter¬ 
national authority^ and that authority thus gets the last word in 
everything, becau^ nobody dare stand out against it^ there 
remains the question: ^What sort of authority will it be, and lor 
w^hat purposes and to ^vhat ends will it exert its power?* 

Or * * * can wx hope that the penver win be so g^at that no one 
In fact will dart use it at all? WPJ the sheer icrror of with the 
new vireapons, be so great as to prevent war finm happening? WiU 
it be, in the events not the Security Council, or any peace- 
preserving organ of imernatjonal gov^emmentt but sheer terror 
that will induce die great Smtes of the world to keep the peace? 
T have heard this suggested; and I agree that die fear of unloosic^ 
forces of sheer destruction ts likely lo make great States less ready 
to proceed to extremes, and more dispo^ to compromise^ when 
they can do this without loss of relative strength- But it would be 
utterly unsafe to rely on this lacior to prevent a rccunencc of war 
in a wmid in wliich there is a real oonQjct of ideologies^ 

The Americans tliemsclvc^ though they hold at present a 
monopoly of atomic power^ are desirous of finding some means of 
controlling it itnemationaily^ beuuse they realise that their 
monopoly will not hut Even if their ImmcnH industrial resources 
give thcni an assurance of their ability to remain the most power¬ 
fully Mmcd country in the W'orld, with the grtat«t command of 
aiomic: weapons^ they are siill desirous of Inlematiotial control i 
because they realise that, in defiudi of real International imder^ 
standingi the Soviet Union is certain before long to find out ways 
of producing its dwu atomie plants, and do not relish the prospect 
of a war which would mevitably be fought Largely with aton;uc 
blow and countcr-bLow« In a world war fought on rhh basis^ the 
United States might be certain of having the advantage of 
wenpona; but it is also, because of its high degree of urban 
^velopmcnt, mote vulnerable tlian the Sorict Union—though 
infinitely J«» vulnCTublc th^ Great Britain. For Great Britain at 
any rate it is obviously futile to play the game of atomic arma¬ 
ment with a view to a future war; for in such a war, howcv'cr 
much damage we were able to inflict on. our enemies, wx should 
assuredly be wiped out. It follows that it is no less futile for us to 
plan to enter a future v^rar as allies of cither the United States or 
the Soslel Union; for whether wc found ourselves on the winning 
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EkT DD the losing we ahouJd ioac—90 tliorougldy dial there 
would be nddiiiLg left erect of the society that we have made for 
ourselves, and are trying to retnake. 

Etiropi*s Jk^eed f&r 

It is so much to our interest—nay, so mudi a matter of aheer 
survival — not to become involved in any future iivar that our 
weight as a iiadon is bound to be Rung whoUy and [innJiy on the 
side of peace. Whoever may abandon U.N.O*, we shall uoi 
abandon it, as long as there is any U.N.O. at aEJ to stick by; 
because peace is our overw'hdming interest and necessity. Indeed, 
for us, as a people, it is henceforA a case of peace at any price; 
and unpleaaing as it is to have to say so^ wc shall be jusdried in 
future in abandoning ideal sooner than go to war, if by doing 
so we can in fact keep out of war. Wc shali ju&dftedi because no 
national icadcnhlp could be justified in condemning the entire 
people to mass-suicide. One can^ for an ideal, be ready to give 
onc^s own life; one can even be it^y, as citizen or as statcsmaup 
10 send thousands or miliioiis to their deaths in what is felt to be a 
good enough cause. Nat for any cause, I think, can aratesman or 
citizen be right in deczeeing the unavoidable destruction of the 
entire society to which he belongs. Nor do 1 tluuJc that any 
Govemment could, in practice, act in sncli a way ^vithout being 
swept aside. The Britisb pcopie, 1 behcviep will refuse, and will 
refuse rightly, to take pari in any future world war* This is not to 
say that they might not be swept inio ii ogainst their wU\; but;^ if 
they were, and w-ere not wiped nut before they had a chance of 
doing anything at all^ 1 bdic^'c they w-ould use any means in their 
power to get out again—including the power^ which the French 
people exercised in 1940^ of refusing to fight. 

Cm ihf US^Ar or th^ Umoa ITiin/ IVar? 

Of the United States, and of the Soviet Union, I make no 
similar assertion, i can quite imagine both of them preferring w^ar 
to giving w-ay oi^er what the rulers of either regarded as a vital 
national interest, or as a matter of principle. 1 can imagine this 
because to neither of them would war mean inevitable annihila¬ 
tion. It would mean dreadful damage- but that is not the same 
thing. Either side could enter such a Avar with the hope of winning 
and of having enough man-power and resources left to reap the 
fruits of victory; for dearly the prize of victory would be world- 
domination, At the end of tlieir conflict there would be no power 
left tn the world able to challenge the victor^ or even to offer any 
effective rtsbtance to anything thE victor ordered to be done. The 
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prize is glittering —not because there b much to be gained from 
ruling the whole world by forces but rather because there doo 
seem a gn^L deal to be gained baving no opposition to leari 
and by being free to iinpdse onc^s mvn Ideas and vf^y of life on 
other peoples as mucb as one chooses so to do- The victor 
not chwie to rule the whole world} buti without this^ on any 
really cnicJal kme^ his wtU would Iw law* 

Accordingly, 1 do not sec the terror of the alondc bomb ai 
sufficient of itself to restrain the potenliai war-makers* or to keep 
the ivorld at peace- The coiiflkt of ideas between American capi¬ 
talism and Soviet Commumsm cuts too deep for them to come 
directly to terms and share world power betw een them^—^unfc^ 
the ideas themselves can become moUlEcd and modified* cjt even 
transformed* by internal evolution in the two great societies con¬ 
cerned. The hope oF permanent peace rests, not on the creation in 
U.N.O. of a force powerTiil enough to deter the antagemists from 
ever flying at each other's throats: it neats rather, in the long run, 
on ah internal change in one of the two countries, or in boffin 
a change of such a nature as to make the tw o countries capable of 
living side by aide without continual quarrelling about their 
rapective attempts to shape the conduct of pther soeieties- 
This docs not mean that U,N- 0 . is urumportant^ or that it h 
not worth while to make it as cfTecdvc as it can be made in 
puttli^ obstacles in the way of war. It is essential to do this; for 
by doing it w^e may gain for the world the indlspensabie lactor^ 
time. It wiU take time, even at the bests for the processes of 
internal change in the United States and in the Soviet Union to 
develop, jo as to bring about the compatibility which ii the only 
foundation for the comity of nations. Given time, there is no good 
reaM n to despair of this compatibility ooming about. But there is 
no w ay of forcing the pace. IXN.O/s task is to stall off war for the 
time, in the hope that it will not have to face an utterly iniisw^t- 
able tiruatiott before the conditions of the problem have been 
radically altered. 

17 s£ Cfumgii in SGcitfy 

What are the internal changes m American, or in Soviet* 
society* or in both, that would remove the imnunent threat of 
war? As a SociaHitts I natumlly see need for much greater changes 
in America thaw in the Soviet Union* The most terrifying thing 
ateut the United States^ under its prejcnt system, is its irrespoiiwi- 
bility. ft is committed, on principle, to Iclting its citiEens do 
things, in pursuit of economic advantage, that are bound to 
endanger peace v/hen trouble ensues, these trouble-makers 
1048 


receive their Government's support. Tn home affcJrSj the 
American people are by now mistrustful enough of Big Business 
to put at any rale some limits to what it dare attempt^ but 
American Big Business, in its operations abroad, and above all in 
baclcward negionsp is seIU entirely without mhibltions. And 
American Governments, in the name of *frcc enterprise/ are dts* 
posed to back up any line which Amcricaji Big Business may 
choose to take in its dealings with other peoples. 

The American people is not more ignorant of whai is happening 
in the rest of the world than the people of Grtar Britain or of 
France; and it certainly knot's a great deal more about such 
matters than the people of the Soviet U nion. But that is not sa^dng 
much; and in any case knowledge is not of much use unless it is 
applied in action. In the United States it is not so applied, except 
under the infiuence of temporary waves offeeUng, which are often 
due mainly to the influence of "pressure groups.' There is m 
America no steady popular sentiment about fbrrign policy; but 
there is a great deal of contempt. This is a dangerous attitude, 
because it renders; American policy highly undependable. The 
Americans are very ready to lecture other Governruentfi and 
peoples about what they ought to dop but are not equally ready to 
give them any steady help in doing it. Mo doubtp the United 
States did in the end decide to fight the Nazis; but not until it had 
been practically kicked into doing so- Its instinctive sentiment is 
isoladonisr, not in the scribe of leaving other people ^doncj but in 
diat of refusing to accept the commitments iliat logically follow 
upon interference. 

To a certain extent, these qualities of American opinion are 
calculated to make it less likely that the United States will plunge 
the world into a ^var which the Soviet Union will be aiudous for a 
long time to avoid. The American citlzcn-soMicr does not like 
foreign serviccp or take kindly to ibe Ufc of other countries. Hii 
deshe to go home as soon as possible was unmistakable all 
through the later phases of the second World War and sub¬ 
sequently in the CKXupjcd aone of Germany. A war for the 
American "way of life/ waged in Europe and in the Far East 
against the Soviet Union, w^ould not be popular however un¬ 
popular the Soviet Union might be in the Uuited States. Never* 
thdeis^ popular or unpopttl^, it would happen in the end, if 
these two countries were coiitiiiually disputing all over the world- 
War would be sl:av>ed off again and agam by the unwillingness of 
both parties to engage in it; but there would come a time when 
both would refuse lo give way, and then war would follow, 
because there would be no force poivcrful enough to prevent it| 
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atid both parties would bo unable td find any alternative W 
fighung k out* 

At tcut, this would be 50, unless there had been a fundamental 
change in the structure of American—or altemativrJy of Soviet— 
sociey/f. The chan^ in America that would make all the difference 
would be the tarn Lug of American capitalism, indudipg the enpi- 
tali^ that b In the minds of millions of Americans who are not 
capitalisrs in any ordinary sense of the ’^vord. I meani in effect, a 
weakening of the speculative temperament that has hitherto per¬ 
vaded American society. If, economically, the Americans could 
settle down to the task of steady devcSopmcnc of their 
resources, oflifting up the backward sections of their ovm peopicp 
of cstabUshing social security, and of regulatbi,^ the processes of 
production and dLstribudon with these ends in view, their attitude 
to other peoples would undergo a deep change correspondiiig to 
the change in their management of .their internal aJmirs, l^ev 
vvouJd begin to stand powxrMiy for mtcrnatioual planning, and, 
instead of acting as a disturbing force upon other countrieSi avouM 
become the most powerful inn uence on the side of world stability* 

Can such a change come about? [ have suggested in a previoui 
chapter^ that it ts most unlikely to come about until the American 
pwple has been caught by atiother slump compiarable in iniensiiy 
with that of the 19go*s, As a sequel to such an experience it might 
come voy rapidly indeed, I do not profcM to know to what sort of 
new economic system it would give rise^ and I feel sure that this 
would be ndther Communism d la Russt nor Socuitbm d {*Aiiglakft 
but something dlffemntj and yet incorporating eiemencs akin to 
both. More than this I cannot tayj for it is not fc^ an Engfishman 
to work out the solution appropriate to the American conditiorts* 

I see, however, nothing to suggest tltat the Americans need ^ to 
find for themsdyes a solution that vviU reconcile the stable enjoy* 
ment of their riciics with they feel to be valxiable in the 

Araencan ‘w^ay of life." 

TAf Chafigej A^nded in the Somit Unwn 

As for the Soviet Union, the internal diiangc that is needed 
there should pitiKntj in itself much less difficulty. In the theory of 
^be dictatorship of the proletariat has always, been 
regarded as a phenomenon of tranrition. The proletariat, indeed, 
cannot continue to dictate indefijiitely, because its historic mission 

CO aboUih itself, by creating the '’elassirsa society/ \¥licn that 
Micty has come into being, there can be no dicmtorship in the 
Marxian sense; for such dictaforship b essentially the action of a 

^ S<e pp. Qisrif. 
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class. It is designed to Cdtitinut as long, and only as loiigt as there 
remain utiroolvcti dements of the old society to ihnatep counicr- 
revolution if it is rdaxed* In proportion to its success in liqihdating 
the dass-system k is bound to u'liher atvay. As it docs the need 
for rigid discipline and for the suppression of dissentient opinion 
Viill wither toOj and controversy will be abk to return as Gruitful 
debate without the txuni of treason. The democratk freedoms 
whicii we value in the Western countries will be able to flourish in 
the Soviet Union on the firm foundation of the economic freedom 
which we do not at preaent possess. In effect, the Soviet Union will 
become an aU-round democracy^ with every chance of being very 
much more thoroughly democratic ■ in every sense, than any 
country in the world's history has ever been. 

This, I know', ^viE be vehonciitly denied. It will be contended 
that, whatever Marxist theory may prescribe, dietator^ip in the 
Soviet Union will not with er aw^ay, and that dictatorship of a class 
will be replaced, if it has not been already, by that of a cabsd. 
1 do not bdicve this view to be correct, 1 agree that dictatorship 
in the Soviet Union tnay be expect^ to maintaid itself, m one 
form or another, as long as the threat of another w‘orld war con¬ 
tinues to cxisi, and that, accordingly, there is little chance of its 
disappearance as long as the United States continues to be the 
world champian of predatory capitalism* But as last as the 
United States changes lowTirds a more stable and equitable social 
system, I fully expect the Soviet Union to change too—towards 
a more UbemJ and less fear-ridden regime. 

It is the of the Security Counol to hold war off, if it can, 
until tliesc parallel internal changes in the wurld^s twn greatest 
countries can begin to produce theu* effect in nelaicing the tension 
on the far-flung international front. In this task it can be greatly 
helped if there is alw-ays present a third party* with a supreme 
interest in keeping the peace, Tliere can, m the nature of the case, 
be no third party strong enough to challenge either of the two 
Great PowTrt, or to constitute any threat to either within its own 
frontiers. But a third party, manifestly not dangerous to the 
security of either, can be of no help at all if it plainly becomes a 
satellite of citlicr of the tvvo; for in that e%'cnt it will merely be 
reckoned in on the one side or the other in estimating the balance 
of forcesi nay more, it vrill moai likely become the cockpit in 
which they will fight out their diflcrcncea* 

Instead of trying to find Irish words to say ovier a^in what 
I have said already as w'cU as I can upon this vital 'third-party^ 
question, I shall again at this point imert a number of paragraphs 
from the pamphlet on l^&ar's Foreign Potie^ winch I publLshcd in 
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Aprij^ 1946. Notblng that tias since hai modi£cd my 

view that these arc the liiaes 00 which we in Great Britain roust 
work towards a solutidn of the great problem of world peace, as 
>^'ell as towards the rebuilding of our own society on foirodatioro 
consistent with the present plane of world de^^elopment. 

Tha Problm qf Europe 

The imperative need for Socialist unity in Western Europe 
Seems crystal clear. This is nor because West European Socialists 
cherish ambitions tn join forces vrith American capitalism in 
attacking the U.S.S,R. It is because Western Europe presents to 
them problems of its own which the>^ cannot possibly hope to 
solve except by acting together, and because the chances of 
making Socialism strong and appealing 10 the peoples in Western 
Europe depend on this tinity^ Every Socialist moTi'etnent in 
Western Europe would be immensely' strengthened against the 
forces of reaction in its own country if it could act in the conscious¬ 
ness of having behind it a united policy, supported h^ die 
Socialists in other neighbouring countrit^, (br concerted action to 
raise European standards of Hving and to provide a secure bap 
for a Socialist w'ay of life that would tUscatri what is badj while 
continuing what Is good^ in the West European poUtir^ and 
social tromtion. 

Moreover, it is no Amall element In the case for West European 
unity, on a SocialisL basis, that it ^vottld enable the nations of 
Western Europe, instead of being under the thumb of the United 
Statra on account of thdr divergences and economic w^aknes^ to 
fece the American capitalist pressures on much more equal terms. 
I am not suggesting that the West European Union would be 
directed against the United States, any more than against the 
Soviet Union. But k w'oidd be designed both to help the pciople* 
of Western Europe to dcN^clop their own economic rcsourcea and 
lessen their dependence on the United States, and to enable them 
to carry out in common a programme of ^hbcml Socialism^ wluch 
^vouM conserve what is good in their costing cultures while 
adaptii^ thetr political and social, as well as their ecanomiCf 
institutions to the requirements of the modem world. 

Tlr Europem IFqy qf 

Let me try, ai this point, to make as clear as 1 can what I mean, 
and what I do not mean, by the unity of Western Europe. 
I mean, alwve alJp a pact an^ong the countries of Western Europe 
to mamtain the Western way of IiItj while adapting it to the 
material conditions of living in the twentieth century. This M*ay 
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of \lkf which cxkt5 in difTcftfiiit dcgrcca of development in 
difTcrcni countriei, 1 rcg^ird as im^olving, as prirpary^ the follow- 
ing things! 

(1) A respect for the iniliwdual, as a person with a right to hu 
own judgment and his own choke oT interests and activities, 
within the general framework of a slate system deseed to safe- 
guard personal liberty*, and not to subordinate the individual to 
the State more than is nccca^ry in order to saleguard the 
liberty and wel&re of othera. 

[2) Toleration of difference, in both habits and opinionsj up 
to the limit to which such toleration is consistent with the 
preservation of the national way of Jiffc* 

(5) Free speech, and freedom of writing and of association^ 
including freedom to criticise the Government, up to the same 
limit. 

(4) The practice of flettling policies and pn^ammes by free 
discussion, and of considering the claiim of nunorilics to the 
fullest extent that can be made consistent with the adoption of 
the essentials of the majority view^. 

(5) Free elections, so conducted as to give minorities a rcason- 
abk chance of representation, not neMSaiily in proportion to 
their numbers, but to the fullest extent that can be S 4 )uarcd wath 
the need for strong and coherent government* 

(6) Social behaviour which is designed not to carry political 
or religious differences into everyday life, so as Co prevent 
friendly social intercourse between those holding different 
views* 

(7) The pursuit of welfare and sodal security as conscious 
political and economic objectives, on the basis of recognising 
every peraon^a right to art assured minimum standard of life. 

(8) An educational system designed to give every child a 
chance of becoming a tolerably wcU-cquipped hinnan being, 
capable of active citizenship and of a sadsfectorily round« 
personal and family IHcp 

(9I Legal safeguaids, where necessary against tlie Government, 
for the individual id his enjoyment of the rights accorded to him 
under the Law 'm ajccordance writh the foregoing principles^ 

(10) A bcEef in morality, as binding upon States as well as 
on private pmsenSp and os the necessary foundation of sound 
relations between as well as within national communrties. 

1 realise, of coiiTse, that many of these ‘fiwdoma’ are in feet 
very imperfectly recognised and safeguarded Ui the eountries even 
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of Western Europe, NcverlhelcWt I Uiink the W«t European way 
of life docs rest to an appreciable extent on an acceptance of djcnij 
strongest in Great Britain and in the Scandinavian countdea, but 
plainly present abo in Hollandin Belginmj. in Switzerland, and 
in France. I agree that neither Spain nor Portugal bdongs at 
present^ in this senacp to the comity of Weatem Europe, and that 
Italy is on the margin^ with her capacity to hvc by the Western 
rule still unpiw'en. On the other hand, Austria, or at any mse 
Vienna^ does belong to the West^ whereas Greece dearly docs not. 
What I vv'ant, then, is a unity of the ^V«i, based on dc^ eonii- 
munity of thought and action in accordance vAih iheaw principlcSp 
abov'c all between Britain, France, HoLhtnd, Bcldum, Switicr* 
land, and the Scandinavian countries, with the door kept open 
for other possible hut more doubtful meinlicrs ofa Western group, 

IVhat Iiwolaes 

The principles just stated aro, of coarse, by themselves no more 
than underlying aitittidea which make umiy posaihle* The 
deal question ia how to square them vdth the malerial conditiDns 
of life in the twentieth century. My essential contention ii tlial 
can he done only on a basis of what I have called VliberaJ Social* 
ism/ The authoriiariati Socialism of the Soviet Umoii la 
compatible with these essential freedoms, w^hich form an essential 
part of the Western way oflife. It has ^ced with great success the 
problem of deviling a kind of Sodaliini that meets the malerial 
requirements of our timei but, heir to a very dirferent social and 
cultural iradition from our own, it has seen no need to give many 
of the freedoms which w^c value most highly a place in Its new way 
of life. The West, on the other handi while showidg considerable 
tenacity in letainuig its eultural traditions, has So far failed aln^ 
entirely in making the requisite adaptations to the changed 
material foundations of Jiving, and has, ev'cn to-day, set about the 
work of recotistructing its damaged social stmeturo on an obsolete 
basis of national sovereignty and purely national cconomie effort. 

As against this, I claim that the problems of Western Europe arc 
insoluble except on supra-national Hues. The economic structure 
of the new Western Europe needs planning as a whole, on a 
of wholehearted co-operation* Tlie tariff and currency bamcn 
need taking down, so as to constitute a finee trading area with a 
market comparable in extent with those of the United Stairt and 
the Soviet tJmon. The transport systems need to be robuilt on 
intemational lines ^ the movement of Imth goods and men needs [o 
be made free of all impediment over the entire West European 
are^i- Industry and agriculture need planning as complementary 
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icrviccs Jbr the whole of Wealem Europe^, and not in teniLS of 
prospective national competitjon. The use of rivors for power as 
well as for tramport needs supra-mtionaJ plannings Unlea^ these 
tlujigs are done* Western Europe will not be abk to stand up 
economically to the commercial and capitalistic power of the 
United States, or to achieve social security for its peoples at a 
satisfactory standard of liJe 

It hovfc'cvcTj impo^blc even to bemn planning such matteis 
as these on the retjuired nipra-nation^ times unless iJic Govem- 
ments of the counincs concerned arc like-minded, and arc ready 
to pursue internal policies of economic planning with social 
recuriiy and sixdal tvdlare as their cssentLij objectives, 'Fhc only 
Govemidcnis that can be relied on. to do this are SociaJist^ or pre^ 
dominantly Sodalist, Go^^emments, such as exist already in 
Nonvay and Sweden, as well os in Great Britain, and could exist 
in France and Holland and Bcldum, and probably elsewhere, if 
only Great Britain would give the right lead. 

Th^ Fditkd Slrmiuri of IVtskrn Ufd^ 

This is the economic aspect of Western unity, whicli is indis¬ 
pensable in order to give the political aspect a real and substantiaL 
content. Politically, the structure need not be at all elaborate, if 
only the right economic links can Iw successfully made, I see no 
necessity for a common Constitution or for a common ParUanient, 
even of a federal type. The whole thing could be done by treaties^ 
filled out by agreements for dose economic collabomtion; and die 
poHtical machinery could be no more Umn a periodit^y-meeting 
VVest European Congress, which could be created a Vcgion^ 
groups W'ithm die framework of the United Nations Organisation, 
and on lines parallel to those of the existing Pan-American Union. 
Such a Gongreu would debate policies and set up Commissions 
to draft agrecmcjits for ratidcauoii by the nattonaJ Parliametits^ 
Olid to supervise their cxecutian tvhen they hod been duly 
ratified* Tlierc would be no need to supersode, or to interfenc 
vrith, the separate forms and mcthod$ of govemment in the 
different countrie*—only to persuade them to diapc their policies 
in common on a number of questions which call imperativ^iy for 
Supra-national action. 

There are, indeed, certain termi of unity which I should like to 
see wiittcn into tlic common agreement of the West European 
States. 1 should like complete freedom of movement, without 
passports or visas, to be eftabhshed over the entire area. 1 should 
like any cl^n of any country withm the group to be retognbed, 
on the baJiis of a simple residence qiialiJication, as a dtizen of any 
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other, to tlic MtcDl of beguiling full )egT4 and voting 
1 should like to see conwtiliona agreed on by all cpuntriei m the 
group on juch mattcre as patents, company laws. Trade tlnion 
rights, libel laws, double taxadou, and, as far as possible, soci^ 
insurance and minimuin conditions of employment. And I should 
hope, as soon as possible, for a truly common currency, resting on 
the foundation of an agneed policy for the tnaintenancc of fuh 
employment over the cntiiit area. 

Unity is not AUutnet 

As for military aJfairs, 1 do not want Western unity to be 

involved in them in any way. It would be a great mistake to create 

in Western Europe any sort of hlix of armed force, even if it were 
org^ni^ only aa a conamon contribution to U.N.O* Any propos^ 
to maAc a mlliUry^ aa wel! as an cconomtco^political, group s 
Western Europe wpuld mcvilably arouse, as matters inmdp all the 
worn suspicions in the Soviet Union; and, cv*en apart from this, it 
could be represented as implying an abandomnent of U.N*0* a* 
the international Instrument for the prevention of war- Hopes ol' 
U.NsO/s effirctiveness in this sphere have already sunt, in 
places* iincomfortably low; but it would be altogether wrong* ^ 
contrary to the common sentiment of the West European people^! 
to take any line that would further weaten U.NiO/s [wsitioOj of 
turn the West into an adthiional (and certainly ineffective) 
tioc to match its strength against the Soviet Union or the TJniti=<S 
States^ instead of standing as the champion of ^vorkl older and a 
representative of the smaller countries in the endeavour to 
an end of military power-politics as the determinant of world 

affairs^ . l 

1 am not, then, urging any sort of military alUa-ncc among the 
countries of Western Europe* On the contrary, 1 want them to 
eschew dl projects of such allmnce* both because it could not 
really hdp them to solve their prohlctna and tjecause it woiilu 
inevitably be taken as a hostile move laotli by the Soviet 
and by those who are %vorking to make U.N.O. a reality. The 
unity Western Europe needs is not military; it is cultural, e^tn 
nomlc, political in the sense in which politics are a matter, not oi 
war, but of the arts of peace. 

On this basis, which I hope 1 have made efficiently dear, I a^n 
pleading for the recognition of Western unity as a pnmaiy objec¬ 
tive of British foreign policy to-day* Of course^ I am well await? 
that this unity cannot be easily achieved. "^Thcre arc many com¬ 
plicating ffictorsj even apart from the present hostility of the 
Soviet Union to any propcaal for closer greuping. For one thingi 
t05& 




there aw! the compHcationA vvhkh iirbe out of the existence of 
dependent empires attached io a number of the European States 
—to France and Holland, for exafnple^ m well as to Great 
Britain. Nor do I deny that the cfTccdvc uni^ of VVestem Europe 
involves aa a prior condition an agreed soludon of the problem of 
Germany. What I am denying is that^ in the circumstances that 
novp' existj West European unity on a broadly SkKzLaJist basis could 
be to the detrLment of the So^et UntoHj or indeed to anything 
save Its great and lasting advanlage. 

t/nwrti md thi Umied Stoto 

The ease for West European unity, as 1 have set it out in the 
Ibregoing pages, is based on the belief that there ^dsts amoiig the 
people of Western Europc-H5r at aU events among moat of them 
“a deep-seated similarity resting on a common way of life smd, at 
bottom, to a great extent a common set of values. There are, of 
course, large diifereticcs between these peoples—for example^ 
beti^-een the French and ounselvcs—but i have written in the 
belief that these differences arc, from the world standpoint, much 
less important than the underlying similarity^ of culture. Natur¬ 
ally, this view implies th at other peoples^ in other parts of the 
world, are separated from the peoples ofWesEcni Europe by much 
deeper differences, though we have ah certain dungs in common 
as members of the human race. 1 have not attempted to defrne the 
values or ways of life of these other peoples, as I have tho^ of 
Western Etnope; for any mch attempt would lead me much too 
far afield^ There is, however, one aspect of the difference about 
w'hich I must say a little, because it deeply affects the prospective' 
reUdons of a united Western Europe with the of the world- 

Our differences from the Americans in vali;u3 and way of life 
are based mainly on this—wre in W^estem Europe are old, settled 
peoples, with long, continuous national traditions, living thick on 
the ground, and long accustomed to the husbanding of scarce 
resources. The Americans are a new pieoplr, of vmy racial 

compoMtion, still imperfectly fused into an American nation, and 
living scattered over a vast continent, whose resources they have 
been accustomed, until t[uite recently, to regard as boundless. 
These conditinns make us cautious, and the Americans mmenscly 
specuiacive, in temper: they make us think orpiaiming in order to 
get enough to ih-n on, whereas the Americans, despite their 
experiences in the 'thirties, still think in terms of personal adven¬ 
ture la a world where plenty is to be had for the snatching. These 
attitudes express thcmschxai politically in our hbexal Sociaikm 
and their passion for capitalistic enterprise. We and the Americans 
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have io livf; togetlicr in Ehe world d( ii>-day and ic^riiofrow on 
ba^b of tccogTiilinn of iIlcsc diiTerenens and of miiiual accoiii- 
tnodation between our servend ways of life. 

llic Ru^mnn attitude b to cxtcivt like the American; for it 
too starts irom the a^umption of vast resources waiting to be 
exploited. But it h also radically diHercnt, beaiuK it resti^. not on 
the gradual ^ling up of an empty contineiit^p but on the fourtb- 
tions of an old autocratH: State whose inhabitanti have been used 
to dire poverty. The problcin for the Ruf^iatu h not that of 
making a nation out of many heterc^ncous groups living ail 
mixed up and coming out of widely different cultuinl enviroa- 
menu fUiough of cPUTEe they loo have llieir problems of nation¬ 
alities and national cultun^); it is rather that of lifting a vast imiss 
of primitive peasants quickly to the level of an adv'anced indiis- 
tri«^ civilisation, and of making them capable of using the grt^t 
rrsaurccs of their country with enough skill to raise the entiic 
standard of life. 'Dib task leads them to planning on a vast scale^ 
n hcreas the Americans^ with their higher standarda^ still put their 
trust in private enterprise^ Morpoverj the Russian kind of plan¬ 
ning ii designed to mass-produce not only goods but also men of 
the industrial age. It thcrtforc insists on umformityj and ihb 
insistence is the caster because insistence on uniformiiy comes 
natural to the primitive human mamiial with which it has to 
deal. P^iII^iti^^ peoples do insist oti uniformity; the growdt of 
diversity is a characteristic of advanced economic dvkbattonSi^ 
and can lx: only gradual^ if what Bagebot called ^‘the cake ot 
Cuslom^^ is to be moulded and not broken in the process. We and 
the Russians have to live together in the world to-day and to- 
moiTOvv on a basis of ircogniuon of tliese differeneci and of 
mutual accornmodadon between thdr way of life and ours- 

IVfSlrm Europem timty uml l/ni^ 

There is no reason why we should not achieve this accommixla- 
tion—we West Europeans, the Russians, and the American*—1<> 
say nothing of the Indians^ the ChinciCj and the other great 
groups of the human family» Our differeticcs can be prevented 
from developing into quam^ if the will to prev ent this i* present. 
We can divide the world between us, into our several sphcrcsi 
within which we can practise our several ways of Hfe; and indeed i 
We must do just tliiSj if we are not to tear the whole world 
picocs, and leave but a desert—if even that—Ifchind. My plea for 
Western unity is part of a wider plea for this zoning of world 
affairs. The time for closer world unityj based on a common set of 
Values and a common way of livings tsmy came; but it has not 
ip^e 



come yet. We can do aomcthing to ivork towards it through 
U.N.O. and ita related organoalioiu, particularly those u'hich 
have for their mission the furtherance of canunoD basic standards 
of living over the whole earth. W'hat wte cannot do is to hurry 
world unity ahead of the building of secure foundations for it; and, 
this being so, we must use i^ofial unily as a bridge, wherever we 
find nation-groups iikc'inindcd enough to acbie^'c a mutual 
accommodation of their ow'n. The United States and the Soviet 
Union are regional units, by themselves or with immcdiaie neigh¬ 
bours not comparable with them in 3«c or resources. Such 
countries as Great Britain and France are not regional units; but 
they' can make a regional unit by coining closer together, and in 
doing so Can further world co-operation and the success of U tN",©, 
in working for unity over a wider field. 

Will ihe Sadit Union 

Of course, success in this depends ou all the leading parties 
being willing to play. But, 1 shall be asked, is there any real 
prospect of the Soviet Union doing this? Yes, there is. The Soviet 
Uruon’s present attitude rests on a fear of attack from the com- 
hined forces of world cnpitaUsm—anaong which it n^ons the 
countries where Social D^ocracy or liberal Socialism is in oSiu, 
on the ground that these countries have not changed tiic essential 
basis of their institutions (much, by the way, as we are apt to see 
close resemblance between Czaiist and Sov'iet policy in forciga 
affiiin). We in Western Europe can overcome these svuipidom by 
making it plain beyond a doubt that we stand not as the allies of 
American capitalism, or for any sort ol capitalism of our ow'n, but 
for Socialism—the liberal Socialism which is the appropriate 
twentieth-century form of our evolutionary way of life. If this is 
what in truth wt'do stand for, the leadcis of the Soviet Union wiU 
be bound in the long run to sec that it is, and to adapt their 
behaviour accordingly. Sat wt ptnaDt fjtptct ihfits to itt it untttJ mt 
mait it fnw; and it it notjFtt tmt in anyfm jnw. Only West Eimpem 
unify, of the kind I have attempted to jrt/oflft, foe mob it ime. 

The idbtfcl Socialist Foundahons of fwngn Pot\fy 

It is, of course, an implied term of this expectation that the 
unity of Western Europe should rest on Socialist foundations; and 
I have tried to show that this can be the case in the near future 
only if the British Labour Covemment puts itself plainly at the 
head of the liberal Socialist forces in the West, comes to terms with 
France, and, in conjunction with the French Socialbts, settles tlm 
German problem in sudi a way as to give hope to the democratic 
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cltmcnts in the Gennan people of taking ihcir due place bi a 
ScjciaJiat federation of the Wot, based fimijy oil w UbejaJ 
tradJdon and on ihegrttat cullural Inheritance wliich b in danger 
of being obltttratcd by the clumsy haneb of younger Stato armed 
vaster material resources. Tim tradition and this ctilturc it h 
the task ofliberTi] Sodaiim] not merely to prcscrv^c but to trans¬ 
form into an Iitstrumcnt of equality and fiatemity, as \rcll as of 
personal liberty* The task h hard; for it is bound to be easier to let 
the old culture decay than to regenerate and it b idle^ at 
praent^ to look for help in the work of regencratbn either to 
America or to the Soviet Union. The culture we are seekhig to 
transfoinn is ours and not thdrs^ and we eambot expect thetn to 
undeTStand why we believe in it and cannot, as people of the 
Wtatem tmdlLionp, be happy with either of the new miLSS-culturcs 
which seem to them 50 manifestly superior. The task FaIIs upon lU 
—upon the Sochdists of the West—to mtorc and transfortn our 
own values; and we ainnot hope to succeed unlcsa we act aad 
think and feel together to a Ibr higher extent tlian ever in the past. 

Tht Patttms of World Culturt and (he Socialiii Taik 
But, in acting together, we must not assume that our cultuit 
alone Is right and good* ar^ the others wrong and evil. The point 
IS not that our way of life is better than the Russian or the 
American wTiy—an issue on which I give no opinion—but that k 
is our way* and a necessary foundation fee the happiness of the 
peoples whose Liihctitance it is. We must occordi^gty build up and 
reinterpret our way of life, so as to give k a tib^l Sociahst b^x 
not in hostility to other cultures^ but as complementary to them, 
and^ espedaUy as complementary to the different version of die 
Socialist faith that has found acceptance in the Soviet Uiiton, with 
its vasdy diiTcpent cultural Lnhciitance. In the achievement of 
world cultural tolerance, akin to the tolerance -we value within 
our own culture but tm a vaster scale, lies the hope of world peace 
and of adv'ancing prosperity and wcU-bcing for all peoples* 
Toxvaids this goal must the foreign policy of Great Bmain be 
directed* if the Govrmfnent is to 1 ^ faidifm to the millions who* 
with some vague feeling of all this in their hearts and minds, voE^ 
it into power* giving it a tough job to do, but one which it ha^ 
a belter chaiicc of doing than any other Govemment in tiic 
world, and with better and more imdentanding popular support- 
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CHAPTER IV 


NATIONALISM AND INTERNATIONALISM 

**Thcy [tl3C Pr«uknt of lit United SlAts Jind ihc Pnim: Nliniiicr* 

Mr* Churcbill^ repmentme His 'fAaj/csJty't Gnvemnwac b ilw Upited 
Kid^doEn] raped ttfc f^t of pnapla la cbdW the &rail of 
ui^r which iBey will and they wiih to w 
S¥i/-g 9 mjmmi latored to tboK wtin bivt been foncibl^ 
dcpiived of th^/” 

T!ic Adontk: CharEeTj Qiijuie 3, Aufval t^th, 1341+ Repealed 
in tbc Cdmea Ckttiitmmlqu^ 5, Febcmry z ilh, 

‘‘They [liie OdS’cmfiirnt* of the United Slatot, the United Klti|(ibfiiT 
ihc U.S.S-it., and ChinAl Kwgidw ihe oeoaaity of e^ rnhlbhin g at 
the riril^t prmctiaihle daie a general intenaitioEial orgaobatmn^ 
hajcd OD ihc principle of the atarrign igmitp of nJt peoce-lcodng 
5 tAta. ^ 

Mo«nw Dcdnrfttwn, Caou^t 4, Nos-embcf uf. 1543. 

"The piLTpofo- of the Uniicd Ntitinni ftm . ^ . a. To develop friendly 
relaCHKu among natiani bmed on the pdnripk of tqmd rigfiti ^t^ln 
ir^-dffioanJifiriK ^ptopta" 

Ujiitod Niiioo* Chorta-f Article Jure [945^ 

*Thc Ch^iniiation b hoacd on the principle oftJae tcvetciffP 

cqunUty of all ita membcri,’’ 

Umicd Nntloffi Charter, Artkie tl, June ahth* 1945. 

S(wmign £yinilify 

w« AT DO THESE i^ORDS "sovereignty,” "sovatngn rights/* 

* "sovereign equeJity^" mean? Sovereignty is a legal eOficcptJOfit 
which has been translated (tdiu the sphere of law to that of 
policies, without losing its legal character* The "sovcreigjij^* in 
noth legal and political theory* means the person or the persons 
with whom^ in any society, supreme power rests* Hobbea tised the 
word to designate the absolmc ruler he regarded as indispensable 
in any State. Austin^ the junst* defined the ^sovereign' as a ter¬ 
minate human superior” legally entitled to dmeuand obedsenee 
&™i the subjects. Both Hofate and *\iisun recognised that 
'Sovereignty* might reside cither m one man or in a number—for 
example^ in an arbtoemtic council or in a democrade asscinbly^ 
But they held that in any Stale there must be somi person or group 
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of persons in whom the final power to make deosions and to exart 
ob^icncc is vested. 

Most adhcients of the notion of soviercigrnty have held thas 
sovereignty is indivisibk. This has given rise to difHcultki wher¬ 
ever eonstitutiom have rested^ as in the United States^ on the 
separation of powders. In America final authority is in Jhet shared 
between the President, the Congress, the Supreme Court as inter¬ 
preter of the Cons titudon i and the States, hy virtue of their power 
tn amend the Constitution. 

Rousseau re-atated the doctrine of sovereignty by dUtinguislnng 
the 'sovereign' sharply from the 'government.' According to him* 
the Only kgitimate sovereign is the enliftt people^ He 
that ^sovereignty^ couid not be divided because It rested inaLcn- 
ably with the whole people and could not be transferred from the 
people to any government. He yarded all governments as cithef 
merely delegates of the sovereign people or usurpers. Rousseau 
favoured small States tn which all the people could meet together 
in a general assembly to instruct or change the govermnent and 
to decide on fundamental issues. 

The leaders of the French Re^^olution adopted that port ^ 
Rousseau's doctiine which laid down that sovereignty resided, 
inalienably and indivisibly, in the people, or, os they usually prC' 
ferred to say, tlie “nation/ But^ unlike Rousseau, they held that 
sovereignty could be vested in a national assembly of delegates 
chosen by the people* They identified representativt govemmenE 
with sovereignty^ 

Presently Napoleon, and later Napoleon HI, daimed to be 
sovereigns, not like the old kings, by divine or prescriptive right, 
but os chosen by the people to hold supreme power^ Hitler and 
Mussolini mode, in effect, the same dann. 

As soon as sovereignty is said to reside in any person or persons 
ss right, divine or morol^ it ceases to be a merely legal concep- 
tion. Legally, the sovarign is simply the person or persoris 
actually holding supreme power in the State. The doctrine nf 
popular sovereignty is a statement that the people traght W hr^ld 
supreme power, not that it actually does. 

e'er/ nwf, the motto of the old alHolutlsm, identifies the 
State with the sovereign; and tlib identification is umiaily com¬ 
bined with an Iden ^cation of the ‘State'—that is, of the 
macliinery of government^—with the whole society* ^rhua, the 
'sovereign* Is regarded as standing for, or lepresentlngi the whole 
sodety. 

The notion of soverci^ty, in both Ic^ and political thcoryt 
referm primarily to tondiuom inside a society* It has , to do with tiie 
lofia 







rtlationa between the "fiovercign* and the "subjects/ who are 
^xuind to obey the sovereign. But as soon as the "sovereign* is 
idcnitfkd with* or k regarded as representing* the entbe society^ 
the problem of the relations between one society and another 
comes 10 be that of the rdatiom between tJicir respective 
"sox+ereigns/ who alone are entitled to speak on their behalf and 
to enter into arrar^ements rtgnlaiing the relations both of the 
societies and of the "subjects.' 

Tlicse relations are the domain pf International which has 
two branches* Public ajid Private, dcaJing respectivcJy wdth the 
relations between States, or sodcties* and with the relations 
between citizens, or subjects, of different States^ 

Papular Sevenign^ 

ITie notion of "State Sovereignty* arises in connection with 
Public Imcmational Law. It is the conception that each State is 
represented by a 'sovereign' who is all-powerful in deciding what 
b to be done within the national fronticis of his State, 'Hiis 
**sox^ercign/ let us be dear, may be an individual* or a limited 
a^mbly, or the whole people assembled, or an assembly of dele¬ 
gates representing the people. The complete *sovcreign right^ 
of each State* in this sense* is expressed in the term ^self^ 
detennimtion/ IMiere, as in the United Nations Charter, w^bat is 
spoken of b **the scdf-detcniiination qf it is implied that, 

in some sense* sovereignty resides as of tight in the people, and 
not in any exclusive ruling class. 

The notion of *State Sovereignty' involves the further notion 
that, where thert: edsts a Wcfcign* that k regarded as represent¬ 
ing the people, no person and no other sovereign State has any 
right to interfere bctt%wn that sov^ign and his, or its* pwple* 
The sovereign Staxe is regarded as completely autonomous In tlie 
conduct of Its own micitial affairs. Tlib b expressed in the 
Atlantic Charter In the declaration that demands "reapect*" for 
'*the right of all peoples to choose the form of government under 
which they wiU live.” It k the primary meaning of the words 
"sovereign rights and self-gcivcfninent ^ used in the Atlantic 
Charter. 

To what extent does thb right of a State, Or society* to mattage 
its oivn affairs imply that it b free to do j ust what it picaxcs in its 
rebtions with other States* or societies? The extreme form of the 
doctrine docs by down that each State k entirely free in thb 
respeclj but thb vfcxv a contrary to the basic notion of Inter* 
national Law, w hich U ihai there is a 'law* governing, m accord¬ 
ance with principles of ixniver^i validity, the rebtionA both 


IjctwccQ one State and another and between man and man, 
wherever cLthiens or subjects of more than one Slate are afTcctcd, 

Tftr Basis af Inkmatiamd jLany 

Thijs conception of a morally binding InicmatiotiaJ Law 
down from ancient It has commonly been associated 

the idea of ^'natiirai law/* founded on generally recognised pn^ 
cipjef of just dealing. Many preat lliiiikers and jurists have ar^icd 
that any nation^ law tvhich violates the principles of inicr* 
natiotiaU that lb of natural, law cannot be binding, and thai no 
'subject' of any State can be morally bound to ob^ mch a law. 
Others have contended that, although ‘sovereigns’ have no i^ht 
to prescribe anything which is against ‘natural law,' their *ubj«w 
cannot be allowed to constitute themselves judges of when their 
'sovereigns' are doirg this, and are morally as well as le^ly 
bound to ob^ any order tic ‘sovereign' actually gives. This 
leaves open the right of other 'sovereigiM’ to interfere ^ 

"^SffVCTcign*^ who violatrs ^natural Law/ And thus Umiis State 
fovcfcignty/ Yet others, e,g* hive held that there 

right anywdicrc to question the deerra of the ^vcreign 
which arc to be regarded as the absolute cxpicssion of the 
will- But what this doctrine implies in practice depends on hpv^' 
the "Sovereign State* b defined. If li is defined as the State wmen 
is following the divine will^ any State which violates natural law 
cannot be a Sovcic^gn Stateand is not therefore immune of righ* 
from being interfered with+ Leaving aside this metaphyaical fioo- 
sense, we may say that the real qui^tions at issue are {is) whethtf 
a subject is bound to do what he bcEcvca to be wrong becape hb 
sovereign commands it; (it) whether other Stales have a right to 
coerce a State which they, as representi^ by their 
hold to be doing wrong; (f) whether them oanp or ^oiJd exists 
any supra-nationai body authorised to define what h right and 
wrong in the behaviour of SiatcS| and what principles should 
regulate the relations between States and the private rights ol 
aubjects or citizens in imcmationnl dealings. . 

The attempt to embody * natural law" in an actual code of Icg^ 
principles first took shape in ih^ jiu genSium^ or "law^ of people^" of 
the Romans. This began as a set of rules for a^inisteri ng 
in cases involving "foreigners* who had their own nation^ ^ 
trihal lawn. Side by side with the devdopmcni of this code, 
and political theorists developed^ largely on foundations laid by 
the Stoic phllosophos;, the conception of the *"la.w of nature, 
which was held to be discoverable hy the exercise of human 
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rcfiisori, imd to be capable of being embodied in principles of uni¬ 
versal justice* Clirisrian w-ritcTs come to idendJy this Maw of 
nature* widi the Maw of God/ and to bold that its principles 
should be sought Mn revdadon*—that in the Scriptures—as 
intciprcrcd by human reasoUn This notion of a law of universaJ 
validity—a law at once God^s and naturc^s—runs through the 
political and legal tliought of media-val Europe. 

In the seventeenth cenluryj as national States began to take 
dearer shape and great wars were vs^agrd between them, it came 
to appear a matter of the greatest importance to lay down plainly 
any rules that could be held to govern the right behaviour of 
States, especially in time of war. Grotius and other great jurists of 
the time attempted to formulate the jiu btiii ne pads —the laws of 
war and peace—^and in doing so laid down codes of ifitemational 
behaviour dealing with such matters a^ the right to cnsla\^ cap¬ 
tured encmita and tlie treatment of prisoners of war, the r%hts of 
armies to destroy the property of dcbens of enemy States, the 
tieacment of civilian populations in ease of invasion, the rights of 
blockade and capture at sea, and many other mattei^. The 
treatises of Grotius and of other great jurbts of the scvcmccnth 
Century form the basis upon which modem conceptions of Inter¬ 
national Law have been mairdy built. 

is InifmaSiDFial Law ffailj Law at di? 

The question has often been a^ed, h such Maw^ redly law, 
unless there is some authority to enforce it? The doubt arisea 
because the word *law* can be used in sevei^ difterent senses. 
A national ^law* h an act or ordinance w^hich the *law courts’ of 
the country concerned will apply and enforce as occasion arises, 
A Maw* of nature^ or of God, is evidently somcUiing diSerent from 
this. It is either what God oommands us to do and enforces by 
superhmnan sanction, or what we aaghi to do if we wish to live In 
accordance with nature, which is generally interpreted as mean¬ 
ing in accordance with die precepts of reason. It Li^ no doubt^ 
what die law of the la^v coiarts ought to be framed so as to carry 
out; but theic may be many things we oughi to do which it is 
inexpedient for the law courts to force us to do, though they 
ought not to force us to do anything contrary to natural or divine 
lavv. Natural law\ then, can be regarded in tw'o ways^as 
divine la\v% which God enforces in hU own coims^^t the Day of 
Judgment—or as the la^v of reason, which avc can arrive at for 
ounclves by escaciuning our own notions of right and wrung and 
by rollowing up their implications and applications. Seen aadi™e 
law, this Law Is hke the law of the law courts in being enforceable, 
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but not by huii^ age_dC);; MCti as the Uw of reason, it h not 
cnlorictfablB at all, but u simply a statement of henv we eug/it to 
bebaw:. In ^icricaJ development, these t^vo ways of ItwJdng at 
lulujiu law have been so interraiRgied that it is impossible to tear 
them apm. Tlic more the notion of'divine Jaw' is discarded for 

t u"^ 1*^^rcsemblajicc b there between 

the Jaw of the law courts and the 'law' of nature. 

Internatiotial law, as it was developed in the writines of tlie 
great junsta, had its two branches, pubUc and private In its 
private a^ct. it gimv into the complicated systems whereby cadi 
country deals m its own ^urts with cases which raise the question 
oflaws, e.g. in relation to marriages betsveeo persoiu 
of atifcrent nationahties, inheritance of property, and commeittial 
contracts* matters are somciimes regulated by intcnjational 
cQnvcBiiom; but ncjtlicr Girat BHtEiin nor tbe United States 
signrf the Hague Conventions {1856-1905) dealing with thcoj, 
chiefly blouse the f^damcntal notions of Briti* (including 
Amencati) and OominenlaJ Jaw arc at variance, the Briiisii 
Jawycra holding that m general a person should be judged by the 
law of the coun^ in which he is domiciled, whereas the con- 
tment^^i^a i^opt the concept of a person talcing his national 
Jaw ivith him wherever he goes. In its more general aspect, inter- 
natioq^ Jaw took shape, in Blatbtonc’s phrase, in "rsystem of 
mica, deducible by natural reason, and established bv universal 
roorent, Mong the cjvUised inhabitants of the world, in order to 
d^de all disputes, to regulate ail ccreraodca and dviJirics, and 
to ensure the obsen^nce of justice and good foith in that inter- 

^ •»<>« 

^ndent Stat^ and the indiiiiduals bdoiwirig to each.” This 
obviously fra^ to cover both public and private 
mic^uonal law. Lord Rusrell of KHiowenr in 1896, defined 

of the nilra to which 

another tt agreed to eonfonn in their conduct towards one 

The Hague CbnEwnfiom and tha / e ri r r oj War 

^ a«B^atc, are nowhere precuely defined, 
^ sanctions for their obrervanre. States 

asserted tbeir witlingncss to be bound 
of G™.' V ^‘^Aii-la-Chapelle (,8,8) the rtilers 

AnL “''creigiu in fnnumg this august union [the Holy 
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their rdations with other States, from the strictest ohserv'ance of 
the principles of the law of tiatJoiu, prindplcs which, in i hn r 
application to a penmneni state of peace, can aJone effectively 
giHi^tce the ttidependeticc of each govemincni and the stability 
t>J the general association.” This sounded well, but w-as quite 
unpircisc; and the attempt to formiiJate positive agreed rules, 
which w as begun in the Declaration of Paris (1856), dealing with 
we right of capture at «a in time of war, was not taken seriously 
m hand until the Hague Confereneca of (899 and 1907, The Con- 
terence of 1899 set up the Hague Court of Arbitration, to which 
could rtder for settkmcnl any dispute of a *ju4iiciabJe^ 
but sudi rdcrente Avas entirely updonal, Tht Hague 
ConfcrtniM, especially tJiat of 1907, drew up a series of conven- 
dealing with ihc usago of u:af; and these conv^atiurts were 
ratified by trios | of the le^ing States. They Iiad, however, no 
sanction behind them,; and apart from the matters specifically 
covered by them, public intemational law continued, r^ht up to 
consist in effect of a ierics of precepts emb^ied hi the 
wntings of a number of intemationaJ jurists. 

Tin Uag^t cf J^atiam Covfmnt 

Tlie League of Nations Covenant of igig was an attempt to 
ad\^tc towards a more positive conception of public inter¬ 
national iaw\ In the light of more recent events, the most remark¬ 
able fact about the Lt^ue Covenant is that it passed over the 
question of national sm-ercignty in endre silence, lls preamble 
committed the member States to “the acceptance of obhgatiom 
to resort to war/* to **Ehe prescription of open^ just and 
^onourabln relations between nations," to "the firm establish- 
me nit of the understandings of international law as the actual rule 
of conduct among Govermnents,” and to "the maintenance of 
justice and a scrupulous respect Ibr all treaty obligations in the 
□calings of organised peoples with one another. “ It said nothing 
aljoat the ^sovereignty* or the ^sovereign equality* of these States 
^ but it lay down that "esetept where otherwise pro- 

. dotkions , , . shall require the agreement of all the 
of ilie League represented at the meeting.** The Hague 
^ort w'as supplemtmted by the Permanent Court of Internationa] 
Jiwtice, with jurisdictioji to deal with all cases that member States 
J^oge by agreement to submit to ii; and its tratutc contained an 
Clause* w^hich pledged any State signiiig it to send to 
Court every justiciable dispute arising beuveen it and another 
Signatory State. The Court was instructed in dedding cases to 
ripply "intcnuitional canwnilonSf whether general or partic ular ^ 
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Btiabluhing rules expressly recognised by the conte^ng Sia^ 
mtcrrutlional custom, as CTidciicc of a general practice ac«p^ 
as Uw; the general principle* of law rea^iw^ by civ^ 
nations: and judicial decisions and teaclimgs of most taigniy 
qualified publicists of the various nations, aa nibsidiary tneana lor 
the determination of rules of law/' , . l*. 

The Court could deal only with disputes of a j uitictable cbM- 
acter,’ defined in the Optional Clause a* including intcrpieiauon 
of treaties, any question of breach of international obligation, ^ 
“any quesdon of inicmalional law,’* which was not further 
defined. It did not cover at all disputes of a non-legal character, 
which were to be dealt with under the Covenant by the 
Council and Assembly. The most important dai^ of the 
Covenant in this connection was Article 15, which bound tlic 
member States to submit to the League Clouncil an^ 
between them which they did not agree to refier as justioable to 
the IntemationaJ Court. The Goancil could cither itself report on 
disputes or could submit them for rep^ to the 
Assembly. Reports cOidd be made by a majoritY vote; but there 
was no obligation on any State to carry out the ira^nuncndatiom 
unles these were agreed upon by all the States with 
League Council—that is, by all the major Le^e Ptowerv' 
except tho« which were directly parties to the ^pute. ^ 
this agreement was secured, the o^y obligation imposed on any 
State under Articte 15 was that of not gmng to war with any State 
which was carrying out the feconuncndatioiw of the Lea^c- 
Thus, under the League Covenant, even a Great Power 
any rate in theory, be overriden in relation to a dispute in which 1 
was directly involved, if all the Great Powers not so involved 
against it; but there was nothing in Article 15 to compel u 

which was thus overruled to carry out the recommeodations of toe 

League. Article 16 did indeed refer to ''anctions,** but o^y 
against a member State which actually resorted to war ' “ 5 ?^ 
regard of its covenants.*’ Article 12 included a provision binding 
member States, if any dispute likely to lead to a rupture arose 
between them, "to submit the matter either to arbitraiiou or 
judicial settlement or to by the Counctl’*: but a State whre 

bad OQKipticd with tbia z'^iqucst was nat tbcintby bound lo 
tht rcaulu of the enquiry, nor was it liable to sanctions if it did po^ 


77 t£ GejtiiHi Protocol and tht Gmrol Act 
There were various attempts to stifien up these requiremtrnts b) 
nipptemcDiaiy Covenants. The ab€>irtivc Gcneip'a Protocol of 19S4 
would have involved agrcemeni: by the signatory Slates to submit 
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io arbitratiai::] hy the Tnlem^tional Court aU matters capable of 
judjciA] scttletncQ^ but the Protocol made ineffective^ after a 
number of States had aiMed by the refusal of the British Con¬ 
servative Covemmeni of 1925 to moplcincnt the views of the firai 
labour Government in lavour of its acceptaode. The Optional 
aause of the Statute of the Permanent Court of Inteimatioiial 
Justice did not touch matters that were not of a judicial nature* 
On the other hand, the General Act of 1928 designed to fiU 
the gap by layi ng down a dehnite procedure which member S tatea 
were asked to bind thernsrlves to follow in dealing with nil dii- 
puteSf whether Justiciable^ or not^ Under it ngnatory^ States were 
given the option of sending Justiciable" disputes either to the 
International Court or to a ppedaJly confritutc^ tribunal* "Non- 
justiciable’ diiputes were to be sent in the first instance to a con- 
cihation eommisaionj if this body could not settle the dispute 

it was to go to an arbitrariou tribunal of fivdj two rcpitseKtinffjbe 
States directly involved jmd three representing other States* This 
tribunal was to have power to give a binding decbion, and cvei^ 
State signing the General Act was to bind itself to accept this 
decision. 

Moat of the League States, including Gieat Britain, Fmncc and 
Italy, signed the GenemI Act; bui the leading coimtnp did w 
subject to PcscryatioHi which in effect destrt>)^ed most of its useful* 
nesi Similarly, the general renunciation of wur to whi^ 

States put their signatures in the American -^sonsored Keliugg 
Pact of 193& was quite inefFective in the absence of any provision 
for ensuring its observance. Neither the original eJausea of the 
League Covenant, nor the General Act, nor the KeU^gg Pactp liad 
♦tny observable influence on the course of intcmaiioiam c^'ents m 
the logo’s. They did not deter the Japanese from attacking Man* 
thuria or Hitler froni plotting war m Ei^pe;: a™ when an 
attempt was tardily made to apply ^sanctions’ aga^t ludy m 
connection with the Abyssinian War, the result was fiasco.^ 


Thi Ujr.O, ChsrUr in Rddtion ta Sat^tfiign^ 

As We have seenp the United Nations Charter of ^945 even 
far than the League Covenant attempted to go towards over¬ 
riding the national sovereignty of any of the Great Powcr; for it 
extends die ""unanimity’ rule" sdH further, b>* author^g any 
Great Power to veto a decision even in a matter to wbich it w 
tlircctly a party. It should, howe'er, be observed that altJiough 

* For ^ fiillfx account or *11 these aipccu of the 
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botii the Cavermnt atid the Chiirler wm drafted m tei™ whith 
avoided any open cliailengc: to the prindpk of the sovereignty of 
all natioiLil Statei^ gltrat and small alike^ both did in fact lifiut the 
sovcTci^ty of the lestscr States and thus in practice recognised a 
distinction inconsistent with the principle of ’aciv^rds^ equality 
on which the United Nations □larlcr is professedly buih+ \Yliethcr 
any formal machinery', or none, exists for the regula tion of inter- 
state relations, the ‘equ;dity^ of all States cannot in practice be 
recognised^ for it could be made operative only if aU StateSj what¬ 
ever their ^zc or powcTp were made subject to an equal and bind¬ 
ing Iasv% Great States will not accept ftich a iaw^ which would 
involve their agreement to be c?vcrriddcn by a majority of States 
that might in fact possess hardly any miiiiary power. But as 
soon as considerations of po%ver are ailpwcd to count* equality 
obviously goes by the boards and if inequality k formally recog¬ 
nised^ as It has been by implication in both the League Covenant 
and the United Nations Charier^ national sovereignty is to some 
extent ovcrriddciij though poly in the case of the lesser States. 

What do €3 all this amount to? Firat* that Slates recognised* and 
have recognised for centuries past, tliat they are morally bound by 
a somewhat vague and undefined set of principles which used to 
be called the "law of nations," and is ncm^ commonly called 
"*intcroational law,"" Secondly, that in specific matters, such os 
the rules of war* the leading States have agreed to formulate rates 
of intcmatioiLal conduct and to emiKxly them in cont'cniionjj 
which they have signed and agreed to legajrd as binding. Thirdly^ 
that in of dispute over treaties or conventions States have 
often agreed to submit their difference* to inteirmtional adjudica¬ 
tion by the Flogue Ck>urt or the Peraianent Court of International 
Justice; and that some States liav^ agreed to submit alt JitfA dis¬ 
putes and to abide by the judgment of the Court. Fourthlyp that 
aome States had agreed, whh or without reservations, under the 
League General Act of igaB, to submit all their non-justiciablc 
disputes to arbitration. Fifthly, that tlie obligations of the U.N.O. 
Cfiartcr arc much less ali^mbraeing tlian those of the General 
Act, in that they arc limited to disputes ^‘thc continuance of whidi 
k likely to cndMger the maintenanoe of international peace and 
security/* and that the nations are committed only "to seek a 
solution by negotiation^ enquiry, mediation^ conciliatioUj, arbitra¬ 
tion^ judicial scttleracnt, resort to regional agendcs or arrange¬ 
ments, or other peaceful means of their own choice” (Article 33)* 
The ^curity Council is indeed empowered to imrcitigf^te any dis¬ 
pute or situation "which might lead to international friction/* but 
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only v^ith a v\cw to determining ivhcdicr it is 'Miidy to endanger 
the tnnintenance of IntcrnatjoTial peace and scctiriiy*” The 
Security Council can 'Vrecommend appropriate ntcasurcs or pro¬ 
cedures of adjustment”; and States v. 4 ich fail to settle a dispute 
under Article 33 arc bound by Article 37 to n^fer Jt to die Scciirily 
Council, \irhich can then either refer it to futthcr enquiry' or 
recommend a seLtlemenf. If the Security Council considers that 
there exists “a threat to the peace, breach of the peaee, or act of 
aggression,” it can proci^ to apply sanedons "'not involving the 
use of armed force*' (Article 41} or, if these are not enough, armed 
force can be used under its authority (Artick 42)^ and the 
member States arc hound to supply condtigents to enable it to 
make its authority efTcclive (Artick 43). 

Tlius, the U^N.O. Cliartei", if ii goes less far in some respects 
than the League Covenant and the General Act, goes hurther in 
others, in that it conim practically milimited authority on die 
Security Council to deal with breaches of the peace, actual or 
threatened. Tliis ^ower, however* is subject to the veto; it ezm be 
used at all only with the agreement of cU the Great Powers, c\en 
if one or mare of them ts a party to the dispute. In other words, it 
tan be used to an unlimited extent against small Powers, and not 
at aU against any Great Power. This is truly a strange way of 
asserting the "'sovcfeign equality" of all States. 

The truth of course is that the notion of "soi^^ereigii equality’* Is 
not meant to be apphed (o the retadons belween States, but only 
to their relations: to their mvn subjects. Sowreign equality means 
in pracdcc that each State is to be free to manage its internal 
affairs as it pleases, subject only to the condition that it must not 
so manage them as to constitute a threat to ^''Inlcmational peace 
and securtty." It is, however, already evident that the interpreta¬ 
tion of this condition wUl gi^-c rise to diiEcuIiies, Docs the present 
form of government in Spain, under General Franco, constitute 
such a ihreaiP Some States contend tliat it docs, and have 
endeavoured to get U.N.O. to intervene by applying some sort of 
sanctions; hut the Security Council has not agreed to this, and Is 
probably not empow'cred by the Charter to take any action— 
which of course need not prevent as many countries as so choose 
from taking action apart from U.N.O,, provided that they do not 
thereby ^■‘endanger international peace," It can never be easy to 
define the circumstances under w^hicb the internal conduct of a 
country's affairs does "endanger internauonal peace.*' Hitler's 
conduct of Cermzm affairs from 1933 plainly did; but that w^as an 
exceptipnaliy dear case. There are some people, especially in 
Amcrim, who ojgue that the mere existence of a Communist 
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Govcrnmchl' in any Stad: consutules a danger to pracie; aiid iJirc 
fear oF the spread of this alritudc is one of the niouvcs underlying 
Soviet umstcooc on the unqualified right of vetOt though the fear 
of the Soviet Union ia muclt more that the ^threat to peace^ 
be held to arise out of its dealinp \vitli its neighbours, 

Thi SctnHgn Stdk ui Uif Mcdem World 

The political structure of the utoderti world has been built on 
the dondeption of the Sfivereign State* whicJi lias gradtiaJly ousted 
that of the pci^ual sovereignty of rulers. The peoples base ccmkI 
to be merely 'subjects' of "sovereign' rulers^ and have dome to be 
accepted also as units of the “soverciCT people/ Willi this develop^ 
ment has come the notion of an absomteness of the ‘sovereign/ 
only in relation to the internal aJIairs of each society^ but also in 
relation to other States* subject only to the vtr>' gene^ obli^- 
tions of the *law of nations' and tu sucli further obligaiions a* the 
States dboje to enter into by voluntary conventions and agre*" 
ments. Both of the rules of international law and of the obligaiions 
involved in such couvcntlom the States reaerved to thcmsclvi^ 
until lately the right of being sole interpreters. The thin cud of the 
wedge was inserted w'hen the Hague Court was set up to adt ^ 
judge in *jU3lidabk^ disputes; but even then submission of a dis¬ 
pute to the Court remained a voluntary act. The notl stage 
readied ^vhen States made convemdona agreeing to submit al 
their justiciable disputes one >vith another to tlic Intcmadonal 
Court* and ibus bound thcmsclvcB to accept an mteroational 
dedston. But d’^'cn so* they kept the right to denounce the couveii' 
tions and agreements by which they were bound: so that there 
was no real renundmdon of uaiional sovereignty. It W'as another 
matter w'heu States agreed to submit non-jusdciablc disputes to 
arbitration; for the awards of arbitrators on such disputes could 
not usually be got out of by denouncing conventions or agrte^ 
mails on which they were baaed, Thai was why thcfc was so 
much opposition to the General Act. 

Only the great issue of preventing war Ipomed large enough m 
igig and a^iln in 1^5 to compel States to face the problem ^ 
r^ly abandoning a part of their sovereignty: and even in this 
respect the problem has not yet been fiilly iaced. The rate of 
international law do not prevent war: they only regulate the 
of war/ If* under intematkuial law* States reserve the right to go 
to war, they dearly reserve therewith the right to uia^^ or m 
threaten, ww against the w^r-maker, and are only eKcrdsing 
right if a number of them make common cause* by threatening 
war, to preserve the peace. Tliis was tlie idea behind both the 
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League Covenant and the United Nations Chartex—the idea 
that seemed to make their obligations coitipadbJc with State 
Sovcrcigiity, even though they involved quasi-jcgaJ litnita-tions on 
the right of the sovereign State to do oa it Soveiieignty, it 

could be argued, never eonferred or could confer such a right, 
because it wns always limited Jr by the | 30 wer of other States 
to hit backn Aecordinglyj no invasion of State Sovereignly was 
Involved in organising this process of hitting back, unltts the 
organising of it involved on obligation on the port of any State to 
accept die verdict of other Stoics to a grrater eicteot than it would 
have had to accept theii verdict, on a calculation of forces^ even 
in the absence of any covenant ki to do. Small States clearLy 
would always have to do this, if great States chose to use their 
power to make them and unless they wore supported by other 
great States. Therefore, to bind small States to aoixipt tlie verdict 
of the League or of U was no greater LLmitation on their 
sovereignty than vw involved in fact in their being scnolL 
The coercion of any great State raised a different issue; for 
dt facto coercion could be exerted upon it only by a clear prC’* 
poiidexance of forces a^unst it^ The League Covenant^ in this 
spirit, allowed the league to be used to coerce even a great State 
when all the other great StalQ agreed; but experience showed 
that the power thus granEcd W'os in practice very difficult to me. 
The UpNpO, Charter recoiled even from so much coercion of a 
great State, and conceded the unlimited power of veto to each of 
t^ 'Big Five,* for the reason that the dhartcr was bom into a 
world mti^i more comdously rent by Ideologic differences 
which it could not push aside than the world in which the League 
Covenant was drawn up. The League Powers of tgig left the 
&viei Union out, neither inviting it to the Peace Confcteticc nor 
seeking to enrol it In the League. The victors of 1945 could by no 
means do the same thing: the Soviet Union was one of thcmiclves, 
and had besides to be bmught into the nenv structure to malas it of 
any use, because the Soviet's world power and influence were 
altogether too great to be ignored. Therefore, instead of leaving 
the Soviet Unioci and the veto both outside U.N.O., it was 
necessary to bring them both in. 

Intematicftal Eci^namic CoUahoraiion 

It b generally recognised that U.N.O/* chances of sugcot 
depend mainly on the cjctent to which it cm help to break down 
the extreme forms of iiadonaiism in the social and economic field. 
After all, Lnlcmaiional acdon should not need to be thought of 
mainly in terms of avoiding war and settling disputes between 
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States; if ipiigliE to be conedvetJ much mare tn term oF pfOsitivTc 
ecoDouuc collabaratiDH. The social and economic ebuscs of the 
diartcr^ which art supfHHaed to deal %vith this aspect, set out| liJas 
the poliiJcal clauses, fmm an assertion of uationaL rights. The 
Economic and Social Council of U.N.O, h iiutruciKl tc 
promote— 

"(j) higher standards of livings full cmplo^went^ and con¬ 
ditions oreconotnic and social progress and development: 

“{>) solutions of international ccortomk, social^ healtht and 
related problems; and intemattona] educational and culiuftii 
co-opera lion: and 

**{f) unh%rsal rcspcfot for, and observance of, human rights 
and rundamrntal fri^ams For all without distinciicpn as to racci 
scst language^ or religion,” 

But the Council is instructed to do this by methods ”hased pti 
respect for the principle of equal rights and self-detertninaltOit of 
peoples,” and is ^ven no overriding powers. It is clearly con- 
teinplated that it is to proceed by the method of promoting inter- 
naLional conveniions and agreements, without having any pov'^' 
to bind any State to tbdr observance save with its owTi consent- 
Nor has the Assembly^ to which tlie Coiind! is to report:, any 
power beyond that of recommendation^ There h no provision any- 
where in the Charter for the coercion of social or economic 
offenders against justiccj or for any sort of supra-national eco¬ 
nomic or socml authority empowered to plan for the better lue of 
the world's resources in foriherance of the Ejects which it is to 
pursue, I am not compLalnlng at the absence of such a provbion; 
for there would clearly have been no chance of getting It accepHil 
in face of the sharp conflict of views coDccming the very founda¬ 
tions on which the economic life of the peoples ov^ht to rest. AU 
I am saying Is that unless^ In practice, positive ecoBomic cob 
laboration does developp LJ-N-O, ia no more likely than th^ 
League to lay iBOund foundations for an age of peace and security- 
Doubtless, die draftsmen of the Gharier held that, in the rnalnit 
international co-operation in the economic and social fields will 
have tP be developed in the Form of conventions and agneetnents, 
signed by such States as are prepared to work together on this 
that particular matter, and will emanate mostly from one or 
another of the ‘specmilsed agencies,^ discussed in a previous 
chapier, rather than bvm the Economic and Soebd Council itself 
This co-operation, however^ will depend rntindy on convention*, 
voluntarily entered into by particular States on each occasioHj 
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and it will rcnmin Open td any State to Vhitfadraw, subject to dut 
notice^ from any convention or agreement into ivlilcfa it may have 
entered. Tlicne may, of be pressure, especially on the 

weaker Slates, to accept Cdnventiom and agreemettts, and not to 
withdraw from them; but the entire (ramew^ork of intematidnal 
economic cd-opcration is designed to fit the theory that eiich 
State remains fully sovereign in the control of its own aiiiurs. 

Yet i t is manifesi that the co-operation that is needed to advance 
world prosperity aiKl to ificreaw security is ^meching more than 
the raEificatida of conventions and agreements. What is required 
is some power to plan on a more than national scale^ and to 
exceute long-term projects of development over areas stretching 
across national frontiers. It may be pc«mble to fit intemaiional 
trade and even die planning of production as far as it relates to 
existing capital assets into the convemional pattern; but this 
pattern will by no means soificc for the planning and execution of 
new major projects designed to improve productive capacity by 
means of laige-scale investmeat in the development of natural 
resources. It wiU not for example provide for the development of 
the Danube VaJIcy, which has seven diatifict riparian States from 
Germany to the Ultraine, all interated both in its navigadon and 
tti the use that may be made of the main river and of its tributaries 
for Irrigation and for hydro-electric developments 

Rigional Economic Groups 

Such problems might be dealt with by means of regional group* 
mgs of the States concerned. Bui| as wo have seen, the new 
International Bank for Reconstruction and Dewlopment seems to 
be meant to w^ork by the method of capital ad^^nces guaranteed 
by separate national Covcrmticnis;* and the U,N* 0 . Charter, 
’kvliidi leaves room for regional amLngements in political matters, 
is silent about them in relation to economic affairs—probably 
bemuse of objections on the part of the United States to anything 
in the nature of "discrlmioation*"* Vet regional arrangcincnts for 
poaiiive colbbonttloti are much more important in the economic 
than in the poliii^ sphere; and, as we have seen, the United 
States lias not hesitated to take part in setting up a Pan-AmericaiL 
Social and Economic Ckjmmittee as an integral port of the Pan- 
American Congress machine.' It b nonsense to suggest that all the 
positive coIIalMration the world needs can be done by means of 
conventions pLanned on a world-wide scale, or that there is any¬ 
thing contrary to sound development policy in special regional 
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irmngf^nienCs fcjr economic fictioni even if these do involve *di 3 ^ 
CTTniinatioji.* Why should It be TegMtied as perfeetty in order for 
one State to ^discrimimte' in Bivour of but gfrossty wron^ 
for two or more to come together for cIomt common action than 
they can pci^sibLy take with all the other countries in tiie worW-^ 

Thz Claims ^ Miomlity 

The whole question of national sovereignty needs fundamenuil 
reconsideration in the light of modem tocfmicai development. 
Many States have become impossibly small and uneconomic units 
for the adequate development of their resour^ on a fmrciy 
national basisp FoLtieally^ they are too weak to count, if povrtr 
politics are stiU to be the rule in w'orld affairs: economically, thty 
arc too small to puli themselves out of poverty unless they can 
work together* It is therefore pertinent to enquire what is the real 
character of the nalionaiist sentiment tlmt is so great a force in the 
world to-daVp and holds its owti so vigomusiy in face of the 
obvious growth of national interdependence, 

I have discussed this question elswherc at greater length than 
I can give to it Bric%* what I there argued was that *“any 
group which feels itself to be a nation wants the fuHest freedom to 
use its own languagc^the language that comes natural to it and 
embodies an important part of its cultural tradition. It w^ants this 
language to be employed in ofiicial, as well as In priv'ate, affah^^ 
It wants its bw^ to be wTincn and inLerpreted Lu tiiis lai^uage: it 
warns this language to be spoken in its courts, police stabonsi and 
administrative offices. It wants the teaching of this language to be 
basic in its schools, and the teaching of other subjects to be carried 
on in this language. It wants new^apers to be published, bock* 
to be written, dramas to ^ performed, m this language. In other 
words, it wanis its iradidoiui] tongue to be unmistakably the 
hmguage of its country\” 

Myond this, 1 argued, "nationalists want thdr schools aird 
universities to be places where the young are t^tight to under¬ 
stand and to value the natlotiaJ history and tnidition, and to 
tm^ter the national \^Iues and ideas of living* * , They want 

those arts in which there is a tradition of national otcellencc to 
be especi^y cultivated * , , and they claim the right to folloiv 
the tr^itional rdigion of tlicir nation," 

^ I went on to point out that this religious cbim often gives 
rise to diificiiliies, because it may be not simply a ciaiin for 
freedom of worshipi but also a claim for the occlusive practice 
and teaching of the national religion^ and some reUgioOA arc 
1 S« Mania fh^ f utvi, by G. D. H. Cbtr, ChspICT 
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basici^ty intplcrOTt, Hiii btter daun—to exdujivciuai—I con¬ 
tended to be inconsisteot with tbe rights of Individiiai and group 
sdf-expra^on wbicb all demociades ought to sal^uard amt to 
encounigc. Neverthdesa^ it may be necessary to compromise. 
'"When the great majority of a nation belong to a partietdar 
Ghurchi it may be necessary to allow that Church sonac part in 
the public cercmomals of the people *.. but it would be wrong to 
aJlow any Church to insist on memhcrsliip as a quaJibcadon for 
office^ or for any right of dUzenshipi and it would be wholly 
indefensible to endow any such Church with any exclusive con¬ 
trol over educ^ation, or with any coercive power at all over persons 
who do not voluntarily accept its discipline.” 

"rbe things people really want, I argued, as distir^t from the 
things whidi nationalist politidans often try to make them want, 
and represent them as wanting, are fully consistent with the 
indusion of distinct national groups within larger poUdeal units, 
federal or confederal in stnicturep and endowol with enough 
economic authority to undertake major progtamoies of regional 
planning for the whole supra-nadonal area. This grouping must, 
however, be done in such a way as to ensure that each "nation* 
^'has its aHairs administered in its own Language, by public 
oSictals who speak that language as natives, and have as 
their mental make-up the tradition of the tiatkin.” They can 
have this, if suitable arrangements arc made, without con¬ 
stituting entirely separate and ^sovcrcigii* national units. But both 
nationalist politicians and many of Uicir failowcra find this diffi¬ 
cult to bchcve because hitherto, save in a very few cases 
(Switzerland is, of course^ the outstanding ^mplc) supra- 
national societies have been organised on the basis of the nauoiial 
supremacy of one of the nations over the nest. The knowledge, 
and often the memory^ of this leads people to ideuliiy the cause 
of aationaJ selPcxprcssion ^wth that of national sovereigiity, 
even w^here the national territory is plainly too small for this 
fovcrcignty to be effectively exercised, and where national 
sepamteness in economic matters Involves the perpetuation of 
poverty fbr thr TTi.rt3sa of the natioiix 

Effetl fifl Nationalism 

Hitlcr’a broom, sweeping aenjss the frtuiticfs of Europe, iruttod 
of destroying, intensified national sentinicnt; for the Nazi doctrine 
of the AnrnisdjU:, mUng over inferior races^ was a dir«t provot^- 
tion to national resistance- Thcrelbre, instead of helping to Unify 
EuropCj Nazism has aggravated its centrifugal tendencies;, at any 
rate in the West. It remains to be seen what has been the effect of 
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war in the owlcrn part of the continent; for there, trutead of t 
replacctneni of the old nationaJ go^'crnment rnachints, thcie hw 
been a social rc^'oluC.i&n which has involved the conitruction of 
virtually new States. In Yugoslavia, thete seems to be rtasonahlt 
hope that the new fcdeml State of the Seths, Croats and SJovt neJ 
will succeed in Uquidating liie old Serb ascendancy and in con- 
stmeting a workable society based on the equality of the co¬ 
operating national groups. EUewherCi except m Cisechc^crv'aktfl, 
the post-war States are mainiy compofled of single nations; but 
they arc all closely tied to the Soviet Union, not only because they 
arc occupied by Soviet forces, but even more because the Soviet 
Union Is the obvious defender of the social levolutioni which they 
have ondergone. What has still to be seen is whether the rtrquirt^ 
ments of this revoLutionary defenccp together with the close 
economic andpolidcaJ relations that will evidently esdst between 
them ajid the Soviet Union, will succeed in breaking down^ or nt 
ail events in weakening, their national antagontsmSp and m 
enabling them to co-operate economically and politically one 
with another, as well as each separately with the Soviet Union. 
Tliere b some hope tliat thb may happen, if it is not prevented hy 
the intrigues of American or other capitalL^U group which art 
determinrd to do all they can to 'save' these States for capititli^ 
cxpldcation, and will not hesitate to pby upon nationalise seott- 
mrnt in order to achieve their ends, 

TfLf IV&rk qf 

The need for close co-operation between the countries of 
Eutom has become parltcuJarly urgent now that the work of 
U^N.R.R.A- has Ijceii brought to an end. U.N.R.R.A, ^vas given 
barely enough resources to cany through up to the end of 1916 the 
essential tasks of immediate relief that had been entrusted to it, 
and to make a very imall contribution towards the rdiabilitatipn 
of the countries with whose fortunes it was concerned. Ai an earlier 
stage it had been said that by the end of 1946 the countries 
which had been getting help from U.N.R.R^A. would be lu a 
position to stand on their own feet, or at any rale to secure loa^ 
that would enable them to complete the work of ccononiic 
recovery without further gifts. It was, however, plain by the 
middle of 1946 that these hopes could not possibly be fulfilled^ 
unless tndei^ large loans were to be given on a noncommercial 
basis and with liiile or no prospect of their being repaid. There 
was, moreovw, stUl the intractable problem of the ^diiJpJaced 
persona*; for it had been found that* after the leas difficult 
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rcpiiLriaiioiis hod been carried throiighp there remained a large 
mass of pracdcally homeless persons for whom some continuing 
provision had to be made. Aboiii m million persons had been 
rcpatriaLcd undcf U.N.R.R.AJs auspices; but a mdllion—ail difR^ 
cult «::a5cs—were Lcfk. In order to deal with Lhese it was proposed 
to set up a separate uiiemational organisation to replace 
U.N.R*R.A. ; but even when this was In train it was clear that 
many other ur^nt needs remained to be met. Up to August^ ^ 
U.N.R.R.A. had shipped to the thirty-mne countries alfceted by 
its operations about 14 million tons of supplies; it had received in 
contributioos from the countries in a position to help nearly 
jjoo milUoii dollars^ and had spent or assigmed practically the 
whole of this siun« By the end of 1^6 there would be no funds 
Icfc^ unless the contributing countries agreed to allocate further 
auras, U^N-R-R.A. was, howe^Tr, already committed^ even if its 
^vork Jn Europe was brought to an end^ to continue aid to China 
until \Iarch, 1947^ The U+N-R-R-A. administmilon estimated in 
July* 1946, that tlic European countries aid^ by It would need 
about ijioo minion dollars^ worth of food imports for the food 
year 1946-7 in order to maintain a tolerable minimum standard 
of nutrition, but that, owing to world shortage,, they would be 
unable in get more than about $750 millions" \vorth;^ pen If all 
dirnculties in the way of payment were remoii'cd. Allowing for the 
spending of S3™ auJlions of U^N.R.R.A. balances before the end 
of 1946, tlm IcR a requirement of $450 imUlons to be covered* In 
addition^ Ie was nKkoned that the same eourLiries would urgently 
need scc^ ci:^ting about $60 millions and fertilisers costing about 
$140 milUomi, without which their agrieuJtunil picductbn could 
not be restored. Their imperative ne™ for fuel w-cre put al |6o 
millions; and it was stated that tliere were further pressing needs 
for imports of agriculturai machinery and implements. Possibly 
some part of these requirements could be met out of the proceeds 
of c.\ports from the countries concerned; but it was out of the 
qucstiDiL for more tlian a small fraction of the need to be met in 
1947 from thb source. 

The U*N.R.R.A. administraton appealed to the supplying 
nations to ensure that Ehesc needs should be met. It lecommended 
that a part of them should be financed by loans from the new 
International Bant for Reconstruction Efevdopmeal; but 
clearly such loans would be availnblc, if at all, only for rccoH' 
struction projects and not for sheer relief. It seemed dear to those 
who were mcMi doscly in touch with the work and knew how 
desperate thepoaition in 1947 was likely to be that the right course 
would be 10 continue U*N.R-R.A. in being for a further period 
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and to vole addidonal sums in die form of further ledes based on 
the national Incomes of the contributing coimiries. 

Tills, however, did not happen, ll was made dear that pc 
United States waa nni prepared to make any further contribution 
to U.N.R.R^. ; and^ as die United States Vi^as by for the 
concributor^ its decision was final, ITio motives that lay behntil 
this premature disbandment of U^N.R-R- A, were miitcd. It 
alleged that the funds were being mimsed, as doubtless to 
extent they abo^'c all in C^ina; that there was politieal 

discrimination in tlie use made of them in coimiriiis under 
Commnntsi control—as there may have becn^ but hardly jnort 
in such enuntiies than in othersi tl^i the gifts of U.N.R.R^p^'^ 
interfering with the Te-cstablishincnt of ordinary capitalnt 
trading- that they were bdng used to bolster up Govemmpits 
which the United States disliked; and finally that the Amewan 
people had been gencrou.s enough^ and could not be expected to 
vote yet more money in aid of countries which ought to be ahJjc* 
by 1947* to look after ihemadvcs. Great Britain also, in face of iw 
hca^'y obUgadons in Germany and clsmvherei expressed its in¬ 
ability to make forther contributions. Underthewdghtofall these 
criddsms, U JJ.R.R.A. was w'ound up without any new agency 
being set up to replace it^ except !n its funcltons in respect of 
Displaced Persons.* Its di^ppearunce w-as a tr^gedyi tiot OW) 
because of the direct suffering which it entaltcd„ but also be^u« 
it a dear sign of the waning of the spirit of miemadotLaJ 
coilaboradon in the tasks of re-building the devastated world. 

Eurufu's fw Furtktr Htlp 

U.N.R.R.A- has undoubtedly been of immense ^-aluc in pfc* 
venting sheer starvadon in many of the Ubaated countries aiRC^^ 
they were set free. It is, hmifcver, undeniable that it was set up ^ 
too narrow' a basis, and on too opduiisdc a£$Uinption$ about me 
posdhle rate of economic recovery in the devastated 

basis was too narrow because U.N.R-R-A. was planned 
mainly as a relief ^ency and was able to make only a small con* 
tribution to rchabilitadon and none at all to long-run ledevelop 
menu The original idea was, no doubt, that these tasks shotdd ^ 
taken c^xr by the international Bank; but tJiat idea presnpposfd 
the credil^worlhinesa of the countries concerned in a commeraid 
sense, wherps it has tuimed out that they need gifts of capital for 
reconstruction as well as actual day-tonday relief over a longer 
period than wtis provided for when the plans were made- More¬ 
over, if m these respects the plight of liberated Europe seriousi 
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that of China ti evidr ntly much ^vcir»—capecirdly ^ould ctvil 
war bcti^tsti the rival Chhicse Govemmeatf be coutinutd despite 
the attempts to persuade the Government of Chlang Kai-sheic to 
arrive at a reasonable accommodation with the Chinese Com* 
munists and with the ^liberar groups in China as a w^ole. 

U.N,R,R.A. has been^ perhaps of necessity^ an international 
organisation controlled entirely by the: countries which have pro* 
vided the rcLicf| though its working stofT has included many 
citizens of the receiving countries. It has been a moft votuable 
experiment in intcmaiiDnaJ co-operation among the former group 
of countries; but ip the nature of the cose it has been unable to 
take any eflcctjvE action to promote co-openitiofi among the 
countries which have been its beneficiaries. What Is now Jacking 
is a policy* m the hands of a much-needed successor, that v^ill 
both bring the beneficiaries as lesponrible partners into the con- 
trpl, ancf be able to attach to itjs grontj reasonable conditions 
about the co-operative behaviour, of the Governments of the 
recipient countries. An agency armed with powers of this type it 
could become a most uscM ihitniment In helping the countries 
to replan their economies on nationalisdo and more mutually 
benchdal prmdplee. It b, howwer, too much to hope that, in 
the present state of the world any such thing will be done. 


CHART PIR V 


MORALS AND POLITICS. DEMOCRACY. 

CONCLUSION 

The Charter of the Ukited Nations Iscgiia ^ 
series of |i;irsigrHphs which profess lo Kt forth the fuiifhkrneEtEsl 
principles by whieli “the peoples of titc United Nations^*^ mean to 
!>c guided and the essentia] objects which they propose in comnioij 
io pursue. The United Nations, we atr there fold, are determined 
not only “to sa^-e sjccccding ^Derations Efom the scourge pf 
but also “to rKiffirm faith in fundamental human ri^hts^ lO 
the dignity and worth of the human personi in the equal nght* of 
men and women and of nations large and small/^ and “to 
tolerance and live together in peace w^ith one another as g^w 
neighbours.” _ , 

With what sincerifyi and with what success^ are these 
actually being followedi or these objects pursyed? If the wi^ 
1 have just quoted hav'c any meanings they must be taken as refer* 
ring not to some human beings only, but to alh and not merely *t> 
the United Nations in their dealings one with another, but to tl^ 
whole iivorld, at any rate as far as the inRuenee of the United 
Nations extends^ They must apply to Gennaiis and Austrians and 
Italians— to say nolhtng of Indians and AMcans and American 
negroes—as much as to Englishmen or AmcHeanj or Russians 1 anH 
they must apply to bad men as well as to good^ and to mistaken 
men as w'ell at to those who think aright. If they do not so apply* 
they are not sialcmentt of rec^nised “fundamental hum^ 
rights"': they arc hypocrisy. Vet how is the belief tliat they ai^ 
meant to apply to ail mankind reconcilable with the course ^ 
history since the Nazi resistance collapsed? It may be said that 
U.N^O^ is not to blame for what has been done by the leaders of 
the United Nations in another capacitor —as dictators of the 
ensuing upon die unconditional surrender of the enemy. But 
U.N^, if not U.N.O,, must bear the responsibility for these douigSt 
and the same men, as leaders of their nations^ are responsible in 
both fields of action. 

TTw Ch^tU^ft^ to Cimlised IWuer 
I ask: Is it consistent with the Preamble to the Gharlcr of the 
United Nations tn decree the mass removal of popidations under 
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cortditit^ns which Ate bounij ti} cause intense flulferitig^ dreadful 
pnvatioci to many entirely iruiocent penoru, and to many death? 
Is it consistent with the Charter to pour mill ions of d^laccd 
pciwns into a tenitor)' that b already dtsperately short of food? 
Is it consistent with tlse Charier^ or with the Jotig-rcDogiiiscd 
prindplcs of international law^ to keep the civilian population of 
an occupied country on a starvation diet, and at the same ticoc to 
deny them such means as they could have of w^oddng for their 
better subsistence by making the best use of their remaining pro¬ 
ductive resources? Is it consistent with the Charter to puni^ the 
children w^ho are being born for the sins of their parents, or for the 
sins of persons w^hose only connection with them is that of belong¬ 
ing to the same nation? Is it cons^tent w^th the Charter to argue 
that because the Nads did evil, their conquerors are entided to 
foUenv their example? 

All through this book I have been keeping a curb ou my pen^ 
and stating facts coldly as facts with as bttle moral commentary as 
possible. I have done this dcbberatelyi becaiue i wanted my 
readers to undcrstajiid the w^orM is in the parlous condition to 
which it has been reduced, and wh)^ k is a matter of lo much 
difficulty to straighten out the tangle of human affairs- But 
T cannot let my bwk go without saying somcdiing of what 1 feel^ 
or w'Jthout preaching a litclci as well as endeavouring coldly to 
elucidate the ikets. 

There will be no nov^elty in what I have to say. Other men have 
said it, and are saying ii every day; and I hope more and more 
men will keep on saving it whatev'er happens. For it is the plain 
truth that we are at the crisis of our civilikitioni and that the hope 
for the future depends on our success in keeping tlie knowledge of 
what b good alive among men, even if, under stress of the times, 
their collective deeds are icrribly evil. 

Why they are evU is all too plain. It is because our "^goodness/ 
Such as it was^ in our collectEvc behaviour, waa a part of a certain 
traditional way of living which had been gradually built up 
among us and appeared lo provide a framework ofrecurity within 
whidi wc could afford to practise vimic and dectney, not in a 
thoroughgoing fashion, but to an extent that was by no means 
small in relation to the record of the human past. Our inter¬ 
national morality was always greatly Inferior to our priv-atc 
morality; but as long as the foundations of hving were tolerably 
stable the one was influenced by the other. As men grew more 
humane in their private dealings one with another, they thre^v up 
rulers and statesmen who were also somewhat more humane in 
their public dealings, Tht morality of States followed behind 

1083 


private moralityj but it moved, however jJowlyi in tht 
direction. 

The Mirfiil Basu cf Wesiem Cwiiisaitm 

At any rate, this wm true of Weatern Europe, of the United 
States^ of the Brithh Dominjoiu, and, 1 ihinl^ of a number at 
other iiroimtnea as well. It £a easy to point to the shortcomiiip of 
mond conductp on the part of iodividuab as weh as of States, 
within this privileged region—privileged because it ^tis in enjoy¬ 
ment collectively of a productive power far beyond anything 
any great body of jnen has ever teen in command of before* 
tmprm''ement in personal morality mustg indeed, be regarded 
lai^y as a by-product of this accesson of wealth* Wc grev 
kinder one to another, wc ehJMren of the Industrial Re^lutiont 
bereause we had to struggle less for the bare meanB of livingt and 
because it became less necessary for those who covtfted riches, 
even moderate riches, to trample Irard and couscioi^y on otbeis 
in order to get them* Much trampling there was stiU; but it w'ai 
less sheerly brutal and, save exceptionally, much less conscious. 
No one studies with any care the history of any VVest 
European sodtty over the past two centuries can doubt that 
humanitaiianlsm has made an immense, though linuted, advance. 
It is not important to dtddc hov^^ much of this advance was due to 
pressure from below, and how^ much to compunction that affcctro 
all groups save the IcfwcsI. What matters is that the change did 
occur, and that many forms of tyranny and of remediable suffer* 
ing that our ancestors hardly blenched at had become intolerable 
to us only yesterday, whenever wc were conscioua of them m 
inflicted upon men and women whom we recognised as being 
ourselves* 

The reservation contained in the last seven words of the pre¬ 
ceding sentence is important. 'ITic impiovement in human 
manners applied most within the range pF personal contactA, The 
actual tight of gross tyTaimy or of remediable stiJfering came to 
affect us more. And ^ve also learned to generalise from what wc 
saw^ to what we might any day sec, so as to extend our sympathy 
from those whom w'c saw to others like them who might be in Uitc 
case. This sympathy, however, grew w'eakcr as it ranged further 
afldd. It was reasonable that we should care more about die con¬ 
dition of our owTi fellow citizetu, ivhosc likeness to ourselves wc 
could most easity appreciate, bccatise in their case appreciation of 
^eir plight was associated with the possibility of action to improve 
it. We could not only be "cliaritable' to our fellow dtn^nsi v^ 
could also invoke the aid of the State to relieve them; whereas, m 
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the erne of die cituem of other die mam responsibiJity 

evldcndy rested dseivliorcj even if we eoiil-d not divest oursd^'^ of 
all share in it. Bot it w^ not reasonable^ however natural, for us 
to feel us litdc sympathy as we did for the sufferiiigs of people who 
had different coloured skins from ours, even where our State had 
tzmdc itself by conquest responsible for their ^ovemmentH It xvas 
unreasonable, but datuial^ that we oontiDued to tolerate in 
colonial territories tyrannies and suHerings horn which we should 
have recoiled if we had found them occurring nearer home. 11 ivai 
rtatural, Ixcause these colonia] peoples were less obviously like 
ourselves, and th ere fore less readily xdentihed with otuseives by 
the iroaginadve act of putting ourselves In their place. 

This imaginative act is the necessary foundadon of that sym* 
pathy which lies at the root of decent conduct. Assimilation of 
manners has been a vital factor in the growth of humanltariao 
sentiment; and it has: been also one of the chief products of 
advanced industrial civitbadoii. For this assimiladon is possible 
only when enough is being produced to lift more and more of the 
people out of the slough of sheer primary povertyt and give them 
jtotQc command over the decencies of living. As die poor get rather 
less pMr they ape the manneri of their "betters/ who begin by 
sneering at them for doing so, but come pmently to recognise 
that they not merely are trying to appear, but actually are, of 
much the same human sti^. Thus out of "economic surplus^ 
comes a growth of common humanity. 'Fhe reformers are always 
trying to accelerate this grow'th, and are tberefcre constandy 
dwelling on its shortcomings; but the growth b real Or rather, it 
seemed real and solid, undl only the other day, 

Aforal Standarii w British Socuty 
And it is real—here at home. In Great Britain at any rate, we 
are sdU trying to improve on our standards of coUeetive social 
behaviour and are setting ourselves higher objectives in the fields 
of social security, democradc education, hetd^ and the mneoidcs 
of town and country living, not for some people only, but for us 
all. In other West European countries that have been much more 
shattered by w'ar than we have becn^ this progress has been sadly 
interrupted; but I bclie%'e the desire is there to resume it at the 
earliest possible taoment. The charity that begins at home has 
become—at home—tnore inclusive and wider, and is comli:^ to 
be taken by the majority of the people more as a matter of course. 

But abroad? There too we Jay plans, create Economic and 
Social GbuneiJs, Food and Agriculture OrgaiusationS, and 
through and in other ways some responsibility for 


the well-beiog of peoples besides otir own. Yet, side by side W'illi 
these doiiigs, we ^e|u]escc in horrors unmatched lu the dcaU^ p* 
civilised nadous for centtmes past* There ia stark contradJetioa m 
our attitude: with one hand we relieve, while with the other we 
smile I he innocent cf^ually w-ith the guilty. _ 

Wky so? Because, when the case is pul to us in terms which we 
can readily appreciate as those of human obligation^ such as w^ 
have learnt to observe increasingiy among ourselves, we are ready 
to Moulder die burden.. When^ howwor, the case for coroinon 
humanity gets tnbeed up with other bsues, the straight appeal to 
sympathy is lost. There is little will among us to make the Gennao 
people suffcTp innocctii as well as guiltyt babies as wtU as adults; 
but there is a callouinesa to thU sufferinE^ when it appears not as 
a thing inEicted ddibemtely, but as a by-product of aometluiig 
else. 

Th JVdci Lig^ WtJkm Euiopt 

It ia of course far easier for us than for most of the peoples of 
Western Europe (I shall come prcBcntly to those of the East) to 
merely calloiis and not revengiOTh Being bombed is- bad; but it 15 
not at all comparable w'llh being occupied and cnalaved— 
more so because the bomber docs not present hlmsdfj day mtrr 
day^ in visible brnnan form. He has an elemental^ inhuman char* 
acter tliai feils to arouse anger as readily as the tyrant 
earth* It would be abntrd to expect the peonies who have sufw™ 
occupation not to feci much more bitterly than we do towards the 
Germans. Vet, even 1 doubt if many Frenchmen, or Dutch¬ 
men, or Belgians feel any desire to starve the German people m 
order to avenge their wrong^. The sentiment of connnon hui^iuty 
in them, as in us, will assert itself^ os an dement in their traditional 
way of thought and fcdingj whcjicvcr the case Is put clear of 
eniaziglemems. As for the Americans, they have least ground ofah 
for fotgetting their common humanity; for the Nazis never hurt 
them as they hurt us—much leas as they hurt the peoples ol 
occupied Europe. 

Th£ HerroT in ihi East 

In occupied Europe, too, there are imporumt djfrcrencc*. it ^ 
vital to remember that war w'as not wag^ by the Nazis at a mu^ 
form level of brutality in East and West. Nazi methods wi:re 
bestbi enough evciywhere; but they vvT:rc far more bestial in 
Eastern Europe—and al>ove all m the Soviet Uuion*ythan in die 
West, llic Afrr#Rp^ bad a nice w-ay of discriminating between 
‘inforiors.’ Their racial -doctrine was neatly graduated: to them, 
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Weal Europeans lA'cre on the wtiolc in^rtof men, whereas East 
Europeans, and cspcci^y Russians^ were mcTeljf vermin. It is no 
wonder if ihc legacy of hate Irfi bcdiind in Eastern Europe is much 
more bitter than anyw^hen; in the West* Tlie hatca its 

Quislings more than it hates Che Germans; but many of the Quis- 
Lings were QuislingsJmi because the Nazis r^orded the ^Vestem 
peoples as human infciiois, and not as altogether outside the 
human pale. 

There was logic in this distinction, horribly perverted oa that 
logic was. The peoples of the West wen more civilised chan the 
peoples of the East—because they were less poor, llicy wnere 
better educated^ more ektUed m the am of production: they could 
contiibutc more as serfs to the triumph of the Arprmimft. They 
were v^'orth keeping, if they could be tamed and made to work for 
their conquerors’ ^vantage h whereas Uje peoples of the Eastern 
part of Europe would be all the more useful if they were thinnrd 
out. They had no individual vaiue^ in the Nazi scale. The more 
died, the more free land for German settlers, and tlie more 
surplus for Gennan appropriationn So w'hy diould they not be 
killed? Hic logic %vas complete, and was the easier to apply 
because it ^vos easier for the Nazis to teach the German people to 
regard Russians or PoIe^s os vermin than it could be to teach them 
so to regard people with habits and standards of living more like 
their It was ihe some ihixig^ tarried of course vastly to 

excess, as the Englishman*} readiness lo behave to a ^native’ in 
Kenya os the same Engltshman would not have thought of 
behaving to a 'native" of Lancashire or of London—or even of 
Ireland—if he had liad the chance. 

TTu Russian Riaciion h JVa££ra 

^n Eastern Europe, Nazi hendishness met Russian furious resist- 
Once. The dboraclcr of war as waged on the Eastern Front—os 
also in Japanese-occupied areas—was such as lo uproot all civi¬ 
lised convendom. The ^law of nationi," as evolved over many 
ceiiturics of Western development^ went simply for nothldg. The 
htame for this raw on the Nazis; for they scorched the soil of 
human decency in iheir first attack, as they had done already in 
Poland. 1[ is, however, undoubtedly the case that in the Eastern 
theatre of war there was much less of civilised convention to 
destroy. The Swict Union liod fallen heir to an empire which had 
never experienced the mitigation of manners that follot'^i upon 
inclustiimlsation when its finst impact of rutliJessncM is over and 
its maierioi goirts begin to filter down to the main body of the 
people^ It is not too much to say that the Russians^ though they 
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had no cult of cruelty^ such om gave the Nazi emd iti tjuai 
madne^ and horror^ had no tradhiDn of l0vidg-ki£tdDC5& eidicr- 
When the Nazis oiado upon ihcin with every act of sava^ 
bestiiUityi, they bit back with many fewer inhibidoii^ than the 
peoples of the West, 1 am not sedidng to blaine them for this: 
they had far too much to bear for blame to be in quesdon^ I am 
nodng the feet, because it has a %dmUy important faring on ih® 
prablcma with wltich this book b an attempt to The 

RiLsians reacted as no pcapLe could have been much blatncd bf 
reacting under so severe a strain, and as they, in the light of their 
history^ were bound to reacL War in the East became, by the 
Nazis" &uk, on both sides an appailmg horror. 

There is no need here to go into details. The sheer fects arc not 
in dispute. ’What emerged from them, on the Sovfet side, when it 
came to considering the coudJlIons of peace, was a policy draw'll 
up in a mood of rutblesEPesa that left whoHy out of account every 
element of immediate human suHering. The Soviet leaders weft 
determined that the qrdeal through which thdr people bsn 
pawd—and that had destroyed a gmat part of the flmvw of 
rapidly advancing culture—should never be esspcricnocd ^ain, m 
ai^ihing they could do would help to prevent it. In this spiHt they 
pushed the Polish frontier forward to the Odcr-Nicsse lane 
decreed mass-cxpulsEOns of Gennan populationi without caring 
whether tliose w hom they expelled w'omd die on the journey, 
starve when it wm over, or, by erowding in among already o^'CTj 
crmvdcd populations in what was Idl of Germany, spread 
starvutfon and despair wbcre%vt^ ihcy went^ They wwe not 
punishing the Germans in doing thbi they uwe shnply di^ 
regarding tlie fact that they w'ere human beings possessed of 
elementary rights. 

Whrt lf> ttwr io BUtrm 

Nothing could pment the Soviet Union from following thu 
policy wdjen its leaden had decided to follow it- In the 
occupied by the Red Array the Soviet Union could, in the 
raort, do what it pleased- There was nothing and nobody to slop 
it^ if its course was finally set. This was the excuse adva^ed by 
the leaders of Great Britain and the United States fnracc^uiescctice 
and indeed for the podtiver endorseiueht of the Soviet polity 
embodied in the Potsdam decisions. ^^Tiac else cotild they ha>T: 
done, Western leaders in effect asked, unless they' were pi^ 
part^ in tht! tnoment of victory to break the unity of the aliicd 
nations and to begin at once to prepare the line-up for another 
world war? The diBBoiIty in which they were placed is obvious I 
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but they did ihr wrong thing, llicy ecmld not have prevented the 
Soviet policy, but they neod not have become partiea to it. They 
could have acccpicd iti coiuequencev under ptoitst^ without 
aef:c!|iiing the policy itsdf; and they eduld have tmkted at once 
that, if the Soviet Union persisted in its progiruzime of ul^as- 
deportations, they must reserve the Ihecdom to take any licp* 
that might be necessary in ihdr own zones of occupation to pre* 
vTTii di^tcT from spreading over all Gcrraany^, They should not 
have agreed to teceive deportees into their own aont^ without 
adcouate gua^ntccs that me fotid surpluses of the Russian aone 
would be avaiiahte for fecfling them; and they should not have 
agreed to any plan for the scaling down of indmtry in the Wert or 
for the removal of plant as reparations until there had been time 
to sur%^ the position and to find out how much industrial 
capadty the Gcinian people would need to retnin in order to live 
at a toirmbic huftian standard. It may be answered that they did 
try to do some of these things, after Potsdam. But the miiihicf 
was done when, at Potsdam, Mr* Clhurchiit and Mr. Attlee 
between them let the Soviet policy of maisHorpuisions—and 
therewith, to make matters worse^ a not much modified versiDTi 
of the then American policy of ^pastofalLsing^ GcrTiiarty-- 4 jccofiiej 
^vithout open protest, agneed dedstons of the Unitra Nations. 
It would have been in^tely preferable to- face fierce Rusiiaji 
anger then than to £tce the same anger now with die damuge 
done and part of the moral Tesponsibillty for it restii^ on the 
WesteiTi PowcdfS- 

We could not have stood out against the deportations^ But we 
mightj if we had stood out at Potsdam, have been able to do a 
go^ deal both to regulate their pace and to mitigate thdr 
eflects; and we might have gained valuable time for arrangti^ 
better for the settlement of the deportees and for placing them in 
productive work. Above aHj by keepiog our hands Bean, ivc 
could have given ouiiclves the chance of helping to lay the 
foundatiotii for a nciv democratic Germanyj whrreaSi by 
acquleadng and accepting* even if reluciantly, wc poisoned the 
pc^ce for our own peiimtc wrecked our best chance of restoring 

CcTTnany, or most ofit, to the cultural trihcritancc of the West. 
Our political immorality did not pay: we are now reaping its 
hitter ftiiits. 

TAr ConsequirUfS 

or these fruiist which are setting the teeth of the children of 
Gcnnarry on ed^t I have ^vritten, in that aspect, in an earlier 
chapter* 1 am concerned hem wilh tlie eating of them in Great 
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Britain and in Weatem Europe m a whole. The outcome of otir 
ap^tasy from the tradidon of Wcitem culture ia ^x m<Kx] of deep 
dkiiliiaiDnmcfil among out qwu people. TTili appearSp so Jar* only 
in die realm of frureign reladons; and Us social consequences are 
sdll masked by the continuance of a good deal of soda] idcsUiiCfi 
in home affaiE^p We are sdJlp on the whole^ keen on doimr some¬ 
thing to ensure that our neighbours get a &irer dealg and we me 
still, on the whole, desirous of conducting our domestic politics on 
decent principles and with very little hatCi^ We are also for the 
mi;Kt pin dtUI prepared to respond to a shceriy humanitjuian 
appeal from t^cyond our frontiers, when ^ve can so disentangle it 
as to see it clearly Ibr what it a. But wc have lost all faith in the 
practicability of making this decency the fniindacion of our 
attitude In world politics. 

This docs not mean that we have substituted for this decency 
any other foundation. We have not. We have not gone over to 
Soviet mthlessncss in the pursuit of sharply dehned ends—much 
less to Naii idca^ilon of the under-man. Wc have ineiely 
ceased, in international affairs, to have any guiding principles at 
all, or to know rdther what w^c arc aiming at or how we propose to 
take cii'cn the next step. This is not lunpiy or mainly a cridcUm of 
Mr. Bevin as Foreign Minister; he is a victim of the situation much 
more than its cause. Perhap, if be were a greater man than he is, 
he could da more than he is doing to retrieve past mistakitj. 
lnd<^, I am sure he could, The Bltuadon, however, is not of his 
making. It Is the outi!Onie of a moral apostasy, a Edseness to the 
tradition of Western dvilisation, which has left the entire people 
adrift and has practically abolished public opinion, aa ihc mouth¬ 
piece of that tradition, and thus deprived il of any power to make 
Its voice heard in the shaping of our national course in Inter¬ 
national affairs. 

it to be D&ne? 

What LS to be done? We must set out, in partnership with every¬ 
one in Wesicm Europe who it prepared to help, to bring back the 
iraditbn of W^ealem d^dllsatjon as a pmctic^ force in world 
affairs. If the actempt to achieve this involves us in imfounded 
charges of plo tting against the Soviet Union, kl us at any rate be 
able to feci that we are being attackcfl for trying to do the right 
thing, and not merely because our ahUly-shailying reveals our 
Weakness of purpose and so lays us open to troundng. .4nc!, if wc 
wish to uphold certain moral values in which ^vc bdtevc (and 
^ dupo^ to regard ourselves as a cut above the Soviet Union 
for behoving—which is a very common attitude] let ns at all costs 
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behave ai if we dwi believe in these values, and not merely jabber 
about them. The Soviet Unlan respects atren^j as it despises 
weakness and tincertainty of conduct If wc wish to convert the 
Soviet Union to belief in 'democracy/ as we miderstand let UJ 
at any rate show the Soviet Uriion that our Mcmocracy’ dserves 
iis respect. 

TTu Hisiariail Root qf EasUm Dfm>croc]f 

So I come back, at the end of this long bookp to the word 
^democracy." It is the profession of our country that it believes in. 
democracy and seeks Co move sCcadily low'ards it, Bui we arc 
all too apt to talk as tf a willingness to at any pace, 

in a democratic direction were the same thing as being already 
a dcniocracyi and we are also much too prone to argue that 
because we choose our Govemment by a method near to uni¬ 
versal suffrage wc have said tiic last word in the application of 
the demociatk principle. 1 have made it clear in earlier chapters 
that t appreciate highly the value of these achievements and 
tendencies and regard them as constituting important thrmt qf 
dmocroi^ in our society and as the basis on which we can build a 
more thomughgoirag democmicy, if we Avant it enough. 1 wish* 
howeveip again lo stress seven points which 1 have made m 
previous chapiOTji to wit— 

(i) That the elements of democracy in our social system have 
been inserted into a pre-fudsting arisiocratic structure, vyhieh 
still reiaini a Urge amount of power* and that they have been 
thus inserted with sucoesi owing to certain historical causes 
which have been present in Great BriLiin and in a lew other 
countries, but not over most of die w^orid. 

(a) That the most important of these hisloricaJ causes has 
been the rise in productivity which foliovi^ed the Industrial 
RcVDludDn, and made it possible for the main body of the 
people lo be raised above primary poverty, and thus to bc^me, 
fay stages* competent to use the forms of active citizenship 
which the arbiocrats had created for their own exclusive use. 
If the Industrial Revolution had meant, as it did for a time* 
^increasing misery/ this would not have come about It did 
mean, and involve, in (he bnger run a rise in standards of 
living and education that made the main ^y of our people 
hotirgf-oisf in comparison with the main bodies of people in the 
countries which the Industrial Revolution did not reach save 
in the form of intenser cirploitation Irom outside. 

(3) in the absence of such economic developments, 
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thw can be no baiij for a jociaJ cvoliidon iDwaniA a type of 
democracy capable of taking over and adapting tJie pokiical 
mnrumcDts of armocnirk government—that » to say, for die 
succcssTul woridng of a parliamentary syxtcm fucli as we are 
accustomed to in Wcitcm Europe, and that accofdiDgly, if an 
advance towards democracy is to be made under such coh' 
ditions, it to be made by radically different methods and ii 
bound to involve the creatiem of a new kind of politicaJ 
maclitrLc. 

{4) That the political machinery appropriate to the con- 
ditioiu postulated must be of such a cKaractcr as will iiiosi 
rapidly assist in the creation of an cd ucated people, armed with 
the means of raising itsedf out of poverty and of achieving the 
qiiahties that will enable it inlelUgently to debate its own 
affairs and to form a social and cultural tradition of its own^ 
and that such macKinery is bound in its early stages to be 
higlily auihofitarian and intolerant of differences which may 
delay or prevent the sticccssfu] coasdlidatiDn of its democratk 
foundadom, 

(5) TTiat it is reasonable to expect such a society, as it escapes 
foom poverty, feds more secure, and produces a more educated 

^ people* gradually to throw off its more authoritarian character¬ 
istics^ to become more tolerant^ and to aoc|uire many of the 
sime characteristics as societies which have followed a different 
Course of eii^olution tovk^ards democracy, 

(6) That, neverthdess* different national inheritances of ciil“ 
tural tradition will lead to different forms of democratic 
expression^ in different societies, and to differences in values 
and especially in the emphasis laid on rh qt that aspect of 
liberty and democracy, 

Thi Futars World Gev^meni 

^ aiJcondingly, there will alwiLys be great 
dimcuJnes tn the way of comprehensive world government, 
which must rest on compromise be iween varying national 
yaluado^ expressed in dineitnit sets of institutions, tometimes 
mecondJable tn any full sense; and, finally* that the largest 
measure of success in reconciling and harmcmising these differ* 
enctt Ls bkely to be achieved where the fiiUcst opportunity is 
afl^cd for regional co-operadon oflike with like, within the 
wid er f ramework of world eo-operation in such matters as do 
not present brrccondlabk diiforenoc^ 
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